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Characteristics of the Growth
Enterprise Market ("GEM”) of The
Stock Exchange of Hong Kong Limited
(the “Stock Exchange”)

GEM has been established as a market designed to accommodate
companies to which a high investment risk may be attached. In particular,
companies may list on GEM with neither a track record of profitability nor
any obligation to forecast future profitability.Furthermore, there may be
risks arising out of the emerging nature of companies listed on GEM and
the business sectors or countries in which the companies operate.
Prospective investors should be aware of the potential risks of investing in
such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of
GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk
that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board of the Stock Exchange
and no assurance is given that there will be a liquid market in the securities
traded on GEM.

The principal means of information dissemination on GEM is publication
on the internet website operated by the Stock Exchange. GEM-listed
companies are not generally required to issue paid announcements in
gazetted newspapers. Accordingly, prospective investors should note that
they need to have access to GEM website http://www.hkgem.com in order
to obtain up-to-date information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this report,
makes no representation as to its accuracy or completeness and expressly
disclaims any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Ningbo Yidong
Electronic Company Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of the Stock Exchange
(the "GEM Listing Rules”) for the purpose of giving information with regard
to the Company. The Directors, having made all reasonable enquiries,
confirm that, to the best of their knowledge and belief: (1] the information
contained in this report is accurate and complete in all material respects
and not misleading; (2] there are no other matters the omission of which
would make any statement in this report misleading; and (3) all opinions
expressed in this report have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair
and reasonable.
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Corporate Information

NEEHR

EXECUTIVE DIRECTORS

Mr. Wang Ya Qun (Chairman)

Mr. Liu Xiao Chun

Mr. Gong Zheng Jun (appointed on 20 November 2006)

Mr. Chen Zheng Tu

Mr. Chen Da Jun (appointed on 31 March 2006
and resigned on 20 November 2006)

Mr. Wang Pei Zhang (resigned on 31 March 2006)

NON-EXECUTIVE DIRECTOR
Mr. Li Ming

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Tang Zhen Ming
Mr. Ding Gang Yi
Mr. Ku Kin Shing (appointed on 2 June 2006)
Mr. Wang Ning (appointed on 31 March 2006
and resigned on 20 November 2006)
Mr. Mok Wai Man, Derek (resigned on 2 June 2006)

SUPERVISORS

Mr. Zhang Xing Jiang

Ms. Wang Ying

Mr. Chen Qian (resigned on 6 March 2007)

MEMBERS OF THE AUDIT COMMITTEE
Mr. Ding Gang Yi (Chairman)

Mr. Tang Zhen Ming

Mr. Ku Kin Shing

Mr. Mok Wai Man, Derek (resigned on 2 June 2006)

COMPLIANCE OFFICER
Mr. Wang Ya Qun

QUALIFIED ACCOUNTANT
Mr. Lam Chi Tat

COMPANY SECRETARY
Mr. Lam Chi Tat
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AUTHORIZED REPRESENTATIVES
Mr. Liu Xiao Chun
Mr. Lam Chi Tat

LEGAL ADVISERS TO THE COMPANY
Zhejiang Shiguang (As to PRC Law)

AUDITORS

Deloitte Touche Tohmatsu

REGISTERED OFFICE
No. 65 Siming East Road
Yuyao City

Zhejiang Province
China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Units 917-918 9/F

Shui On Centre

6-8 Harbour Road

Wanchai

Hong Kong

COMPANY HOMEPAGE/WEBSITE

www.yidongelec.com

HONG KONG H SHARE REGISTRAR AND TRANSFER

OFFICE

Abacus Share Registrars Limited

PRINCIPAL BANKER

Industrial and Commercial Bank of China

GEM STOCK CODE
8249
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Financial Highlights
BB HE
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Chairman’s Statement

ERBE

The year just passed is Year of Re-structuring for the Group, and we
are glad to meet its shareholders to report the progress. Since its
establishment in 2000, the Group dedicated to develop into a high
technology manufacturer of intelligent electronically-controlled
consumer products with reputable banded image in the market in 5 to
8 years.

To date, we have established a comprehensive consumer electronics
product mix of computer-controller and other intelligent consumer
electronics products, PHS, GSM and 3G phones, LCD TV, execute Phase
| migration and trail production in July 2007 in the 110-acres
modernised production facility in Yuyao Economic Development Zone.
The Group owns a sizable and efficient distribution network and outlets
for our products, and builds up an elite team of research and
development talents.

High profile development unavoidably necessitates enormous
investment in infrastructure and product development, ties up huge
financial resources, and features high running cost stemming from a
professional team with expertise and knowledge. These strategies
surely benefited the Group in the long term but also leaded to the
unpromising financial results and performance in 2006.
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Chairman’s Statement

ERRE

Hopefully, the Group enters a rapidly growing year in 2007. Our strong
management and staff, full range of advanced technology products,
superior branded position in the market, modernised production base,
sizable distribution outlets, and abundant capital resources should start
booming businesses in the near future, and our targets and efforts
should contribute to achievement and rewards to the shareholders.

Thanks to continued support of our shareholders, customers, and
suppliers. Lastly, | wish every success for all of you.

Wang Ya Qun
Chairman

Ningbo, The People’s Republic of China
16 April 2007
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Management’s Discussion and Analysis
EEENWR DN

BUSINESS AND OPERATIONS REVIEW R REEORE

Turnover —E S

For the year ended 31 December 2006, the Group recorded revenue of #HE-_ZTEAFT+-_A=T—HBILFE F&EH
approximately RMB317,274,000 (2005: RMB446,182,000), representing  $%{SUa & ARE317,274,00000 (ZZTREF: A
a decrease of approximately 28.9% over the previous year. The decrease ~ R¥§446,182,0007T) BREF TEA4I28.9% o ANEE
in the Group’s revenue is mainly attributable to the further drop in  WESHIR AR FBHRFRITFIR RAGIHER
sales of controllers systems during the year, while the sales in the #—3TH MRS BED I HERRL23.2%
mobile phones segment decreased by 23.2% and amounted to RMB300 = AR#300,000,000 T (ZZTTRHF:ARKE
million (2005: RMB391 million). 391,000,0007T) °

The following tables analysed the Group’s turnover by business activity TRABE-ZTNF+-_A=+—HBIL=EAF
and geographical region for each of the three years ended 31 December E&F AEBRERETH IR EHMEETE

2006: DT
-
Year ended Year ended Year ended
31 December 2004 31 December 2005 31 December 2006
HE_ZTINF HE_ZTTIF HECSTAF
By business activity NERETBHIE TZAZ+-RLEFE TZRA=+—HLEEE TZA=1+-HLEE
RMB'000 % RMB'000 % RMB’000 %
AREFT ARBFT ARETT
Air-conditioner controller systems EREETIERS 144,862 29.3 20,706 47 66
Refrigerator controller systems Bk RS 2974 0.6 23,072 5.1 -
Smoke extractor controller systems  HHEITHI2 £ 5 2,614 0.5 2,024 05 131
Fan controller systems ERBEHERR 184 0.0 - - -
Television controller systems BRBIEHERR 31 0.0 264 0.1
Manufacture of mobile phone BERBER
controller systems and assembly EHIB R R
of mobile phones RHRnBEE 317,433 64.3 390,558 87.5 300,082
Other controller systems HE s 260 26,025 53 9,558 2.1 15,902
TOTAL At 494,123 100.0 446,182 100.0 317,274

\.
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Management’s Discussion and Analysis
BEENWR DN

Year ended Year ended Year ended
31 December 2004 31 December 2005 31 December 2006
BE-ZTZ@mE BEZZTRE BZ-ZTXRE
By geographical region N BEAE +ZRA=+—HLFE TZA=T-HLEFE tZA=t-HLEFE
RMB'000 % RMB'000 % RMB’000 )
ARETFT AREFT ARBTT
Zhejiang Province piipik:) 113,208 22.9 117,541 26.3 17,808
Shandong Province WEE 30,859 6.2 9,058 2.0 1,389
Guangdong Province BRE 137,041 27.7 93,679 210 84,645
Jiangsu Province &S 67541 137 13,587 31 226
Shanghai s 74,052 15.0 19,624 WA 69,492
Anhui ZH - - - - 9,976
Hong Kong 5 68,100 138 172,825 388 131,526
Taiwan s - - 18,484 b1 -

Others* HEyiE* 3322 0.7 1,384 0.3 2,212

TOTAL G 494,123 100.0 446,182 100 317,274 100

*

Others include Beijing, Henan Province, Shanxi Province and other overseas districts. ~ * R TR EZIL R JIES L A& S8 RETE
i3 o




Gross profit margin was 13.5% (2005: 10.2%) and there is a mild
increase in the profit margin due to product mix change. The Group
continues to procure cost control to mitigate the impact of price
competition caused by intense competition in the mobile phone
industry.

Other revenues mainly include processing income and recorded a
decrease of 66.8% over the previous year. Selling expenses recorded a
mild increase of 27.8%, while administrative expenses rose by 27.9%
over the previous year. For the year ended 31 December 2006, finance
costs amounted to RMB17,638,000 (2005: RMB10,786,000), which
represented an increase of 63.5% over the previous year and was mainly
attributable to additional bank borrowings raised for the construction
of new factory premises and the rising demand for other working
capital.

As at 31 December 2006, loss attributable to shareholders of the Group
amounted to RMB21,087,000 (2005: profit of RMB7,241,000].
Emergence of loss attributable to shareholders was principally due to
the decrease in revenue and the increase in administrative expenses,
which was partly due to impairment loss for receivables recognised
and research and development cost incurred for the year.
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Management’s Discussion and Analysis

BERENWNE TN

SIGNIFICANT INVESTMENT HELD AND ACQUISITION

As at 31 December 2006, save as disclosed in this report, the Group
did not have any significant investment and acquisition.

CHANGES IN THE GROUP STRUCTURE

During the year, the Group established Shenzhen Denuo Technology
Co., Ltd ["Denuo”] which focuses on the sales of mobile phones within
the PRC. The registered share capital of Shenzhen Denuo was
RMB?2,000,000, and 66.7% of the company’s shares were owned by the
Group.

FINANCIAL REVIEW

Current assets and liabilities

As at 31 December 2006, the Group had current assets of
RMB504,939,000 (2005: RMB432,552,000), representing an increase of
16.7% compared with last year. The increase was mainly attributable
to the rise in bank balances and cash arising from bank borrowings
raised during the year. As at 31 December 2006, the Group had current
liabilities of RMB602,479,000 (2005: RMB475,019,000), which
represented an increase of 26.8% and was mainly due to the increase
in short-term bank borrowings raised for the construction of new
factory premises and working capital. As at 31 December 2006, the
unutilised bank loan facilities and cash flow generated in the ordinary
course of business were sufficient for the capital requirement of daily
operations and the new facilities despite its net current liability status.

Finance and banking facilities

As at 31 December 2006, the Group had cash and bank balances of
RMB222,937,000 (2005: RMB113,577,000), short-term bank borrowings
of RMB291,570,000 (2005: RMB170,760,000), and net borrowings of
RMB68,633,000 (2005: RMB57,183,000) respectively. The borrowings
were secured by certain property, plant and equipments and bank
deposits of the Group. The Group will seek to replace the existing short-
term bank facilities by long-term bank loans and secure bank loans
with lower costs of borrowings, so as to improve the Group’s financial
position and reduce financial costs.

FIiERERKRERWE
REBTAF+-A=+—B BREABRSER
BANREEL ST A EARE REAKRS

AEERBEE

RAFE  AEERRY T EHEBRNER A
(IEw#]) FPFIRFRERERBDEEFRIEEE
o fmAE M EME A A AR ?2,000,0007T ANEE
BEZAR6E TR

Bt 7% [E1 R

RBEERERE
RIZERF+_A=+—B AEBORSE
EAANRES504,939,000C (ST HE: AR
432,552,00070) REFE EA16.7% » EABHEE
REBRITEGB IR AFAMIRITEEL M.
R-BEXRFT A=+ R AEENRDEAE
BEAARES02,479,000 (ZZTZTRF: AR
475,019,0007T) * £F126.8% © FAHTFBERAR®
FHEESREEESHEHMBRTER AR
B-R_EEXNFT_A=Z+—B #HRAANEER
RERBAGEER BRARTEREERES
EEEBKRENRSR TH ML ERINER
BAGHE-

AMERBRITEE
RZZEERNF+_A=+—H AEEER:2 K
IRITHRERR A AREE222,937,000C (ZEERE: A
R#113,577,0007) - REIRITERABARE
291,570,000 (ZZEZERE: AR170,760,000
7T) R EE A ARYS8,633,000T (T HF:
AR¥57,183,0007T) - EAEEUAREEETY
¥ BB REREARRITERIERER - RNEE
FHRLHRPRTERURRIBEAEEHETE
o R B ERFRAARERRITER UE
REB MBI KRR ERE R A



Gearing ratio

The Group's gearing ratio as at 31 December 2006 was 36.7% (2005:
24.7%), which is expressed as a percentage of the total bank borrowings
over the total assets.

Contingent liabilities and commitments
Contingent liabilities and commitments of the Group during the year
are set out in notes 36 and 38 to the consolidated financial statements.

Capital structure and financial resources

As at 31 December 2006, the Group had net assets of approximately
RMB 187,540,000 (2005: RMB210,515,000). The Group's operations and
investments are financed principally by its internal resources, bank
borrowings and shareholders’” equity.

Foreign exchange risk

The Group’'s income and expenses were denominated in RMB while
certain procurement transactions were settled in US dollars. The Group
regulated its outstanding foreign exchange balance by conducting sales
settled in US dollars to reduce its foreign exchange exposure. Since
the existing bank loans are repayable in RMB, there was no material
foreign exchange risk. The Group will review and monitor foreign
exchange risk from time to time and may enter into forward swap
contracts to hedge such risks where appropriate.

EMPLOYEES AND REMUNERATION POLICIES

An analysis of employees of the Group by their duties for each of the
three years ended 31 December 2004, 2005 and 2006 is set out below:

FRERETROARAF —TBAFFH 11

BAREBELR
REBR-_EERFE+-_RA=+—BHELEE
bR B36. 7% (ZEZERF 24.7%)  THARITHE
BEREREELAENE DLIIRe

RARBEBERAE
NEBFERNNHABERAESEANGEETTE
SRARFTEEI6 5238 ©

EXREBRMKEER

R-BERFT A=+ R AEBNEETF
EHABAREE187,540,000 (2T HE: AR
210,515,0007T) - AEEHEBRITEETBHENR
AR RITHERREEAREN-

SN L Bk
REBNKRARSTHEIZUARBRERETA:
BORBEARTAN -AEEBEBEMIAETT
BENEE  BE LT EINEAR TR LURIKE
HERE ARRBERTEFGUARERERSE
% EE I NFAESNE A B A E KRR - A S B
TR R EEERIME Kk E R 10E E F HET
MVEENERRREPEL A AR R

BERMEBE

BE-TTNF —TFHAFR-FTAF+=
A=+ —RALE=EFESF AEERESABE
DR DHTIT :

Functions B g
( Headcount for the year
ended 31 December
AE
BE+=-A=+—HLEE

2004 2005
ZEETNF —ETRF
Sales and marketing HERMISHE 55 85
R&D e 52 60
Production (including quality control) EE (BIEEEEH) 722 877
Finance and administration 3% RATIR 81 90
Procurement i 20 30
930 1,142
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Management’s Discussion and Analysis

BERENWNE TN

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2006, the Group had 871 employees (2005: 1,142
employees). Remuneration is determined by reference to market terms
and the performance, qualifications and experience of individual
employee. Discretionary bonuses based on individual performance will
be paid to employees in recognition and reward of their contribution.
Other benefits include contributions to retirement scheme.

STAFF QUARTERS
Workers and staff of the Group are provided with accommodation within
the vicinity of the Group’s production facilities premises at No. 65
Siming Road East, Yuyao City. The Directors confirm that, apart from
the above accommodation, there was no other housing benefit provided
by the Group to its staff.

RELATIONSHIP WITH EMPLOYEES

The Group has not experienced any significant labour disputes or
strikes which have led to the disruption of its normal business
operations. The Directors consider that the Group maintains good
relationship with its employees.
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BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

Biographical Details of Directors, Supervisors and Senior Management
are set out on page 18 to page 20.

EMOLUMENTS OF DIRECTORS, SUPERVISORS AND
THE FIVE HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors, Supervisors and the five
highest paid individuals in the Company are set out in note 12 to the
consolidated financial statements.

PROSPECTS

In the foreseeable future, the expanded production capacity of the new
factory premises and the possession of the 3G mobile phone production
license will enable the Group to embrace opportunities arise from the
PRC economic growth. The Group will continue to rely on its competitive
advantages of research and development know-how, well-established
customer base and highly recognised product portfolio to capture larger
market shares in the intelligent electronic consumer product market.

BRIRETRHBRAT —TTRFFR 13
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Corporate Governance Report
ERERWE

CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2006, the Company had complied
with the Code on Corporate Governance Practices contained in
Appendix 15 of the GEM Listing Rules [the "Code”] in all material
aspects except that no remuneration committee had been set up as
required by rule B1.1 of the Code.

BOARD OF DIRECTORS

As at 31 December 2006, the Board comprises eight members,
including the chairman and three executive directors, one non-
executive director and three independent non-executive Directors (the
“INED(s)"). Each of the members possesses sufficient experience and
qualification which enable them to discharge their duties properly.

The chairman is responsible for the formulation and review of the
Group's overall development strategies. The daily operation is delegated
to the chief executive officer and the executive directors. None of the
INEDs is interested in the business of the Group and their independence
has to be confirmed upon appointment or reappointment. Currently,
there is no financial, business, family or other relevant material
relationship among the existing directors.

According to the articles of association of the Company, all the directors
shall be elected at the general meeting of the shareholders and the
term of office shall be three years, renewable upon reappointment or
re-election.

Board meetings are conducted on a periodic basis and with reference
to the operation needs. During the year, the board held eight meetings
and the attendance of the directors is set out on page 16.

AUDIT COMMITTEE

The principal duties of the Audit Committee are to oversee the financial
reporting and internal control system of the Group. The Audit
Committee comprises three independent non-executive directors, Mr.
Ding Gang Yi (Chairman of the committee], Mr. Tang Zhen Ming and
Mr. Ku Kin Shing. Mr. Ku is a committee member with professional
accounting qualification. The audit committee held four meetings
during the year ended 31 December 2006 and the attendance of the
committee members is set out on page 16..
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REMUNERATION OF DIRECTORS

As the number of the directors is limited, remuneration committee
has not yet been set up by the Company. The remuneration policy of
the directors is formulated by the Board and subject to approval by the
shareholders at the general meeting. The Board takes into account of
the respective duties, performance and contribution to the Company
of each of the directors with reference to the market rates when
deciding their remuneration.

Mr. Ku Kin Shing was appointed as the INED on 2 June 2006 and Mr.
Gong Zheng Jun was appointed as the executive director on 20
November 2006. In the opinion of the Board, the remuneration
determination has been with a high degree of independence. Yet on
the long-term basis, it believes that the establishment of the
remuneration committee can enable the introduction of a reasonable
and encouraging remuneration policy which is beneficial to the Group's
development.

NOMINATION OF DIRECTORS

The Nomination Committee has not yet been set up by the Board. As a
result, the nomination for a new member has to be considered and
approved by all members of the Board. The candidate for the addition
to the Board shall possess appropriate qualification and experience
and shall only be duly appointed after the consideration and
assessment of the Board.

During the year under review, Mr. Gong Zheng Jun and Mr. Ku Kin
Shing were recommended to join the board member as Executive
Director and INED respectively, and their appointments were made
after the detailed assessment by the Board.
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N
TEERBE
ATTENDANCE OF MEETINGS BERHFERTE
As at 31 December 2006, the numbers of meetings held by the Board RZZTEXF+ZA=+—H E=2LLHE
and the Audit Committee and the respective attendance of the directors BREESE€HAALSBEENHBELHL T :
are as follow:
[ Number of meeting
(attended/held)
BERRY (HE £17)
The Audit
The Board Committee
EEg ERERESY
Executive Directors HITEE
Mr. Wang Ya Qun (Chairman] FEREE (F/5) 8/8 -
Mr. Liu Xiao Chun EllogSited 8/8 -
Mr. Gong Zheng Jun BEERAE 2/8 -
Mr. Chen Zheng Tu PRIE L4 8/8 -
Mr. Chan Da Jun PRE A 5/8 -
Mr. Wang Pei Zhang EmMELE 2/8 -
Non-executive Directors FBITEF
Mr. Li Ming EHSEE 8/8 -
Independent Non-executive Directors HIHHITEF
Mr. Tang Zhen Ming FEIREA & 1/8 4/4
Mr. Ding Gang Vi TRIZREE 1/8 4/4
Mr. Ku Kin Shing AREELLE 1/8 2/4
kMr. Mok Wai Man, Derek. ERRLE 1/8 2/4J
SECURITIES TRANSACTIONS BY DIRECTORS ERETESRS

The Company has adopted the required standard of dealing set out in
Rule 5.48 to 5.67 of the GEM Listing Rules as the code of conduct for
securities transactions conducted by the Company’s directors. After
making specific enquires to all the board members, the Board
confirmed that all the directors have compiled with the relevant code
of conduct and all applicable dealing standards.

RESPONSIBILITIES OF DIRECTORS AND AUDITORS IN
RESPECT OF THE FINANCIAL STATEMENTS

The respective responsibilities of the directors and the auditors towards
the shareholders in respect of the financial statements and audited
financial statements are set out in page 29 to page 30.
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INTERNAL CONTROL

The Company regularly reviews its internal control system in order to
ensure its effectiveness. Reviews on the financial, operation and risk
management measures are conducted on a periodic basis so as to
maintain the standard of effective management.

AUDITORS

The Audit Committee of the Company is responsible for the
appointment of the external auditors, including the engagement of non-
auditing tasks and fees. During the year under review, the Company
has appointed Deloitte Touche Tohmatsu to audit the financial
statements for the year ended 31 December 2006, the fees paid for
the audit of the Group's financial statements amounted to
RMB1,204,000.
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Directors
The Board currently consists of 8 Directors including 4 executive
Directors, 1 non-executive Director and 3 independent non-executive
Directors.

Executive Directors

Mr. Wang Ya Qun, aged 45, is a founder of the Group, an executive
Director and the chairman of the Board. Mr. Wang obtained a Master's
degree in engineering from the Beijing Institute of Technology in March
1994. Apart from his technical knowledge and experience, he has over
3 years of experience in manufacturing and management gained in
various corporations such as China Changcheng Group Co., Ltd. and
Ningbo Handa before founding Yidong Electronic in August 2000. He is
responsible for overseeing the overall operation, sales and marketing,
and strategic planning of the Group. Mr. Wang is also the compliance
officer of the Company.

Mr. Liu Xiao Chun, aged 39, is an executive Director and the vice
chairman of the Company. Mr. Liu graduated from the Beijing Chemical
Fibre Industrial Institute in July 1987 with a bachelor’'s degree in
engineering majoring in automation of manufacturing process, and
obtained a master’s degree in Business Administration from The
University of Hong Kong in 2005. Mr. Liu had worked with Beijing
Printing and Dyeing Factory, Dongguang Chuangwei Electronics Co.,
Ltd., Shenzhen Zhongshanglong Enterprise Development Co., Ltd., and
has over 14 years of experience in manufacturing and management
and is responsible for the sales and marketing of the Company.
Currently, he is also a director of China Ruilian. He joined the Group in
December 2001.

Mr. Gong Zheng Jun, aged 44, is an executive Director and Chief
Executive Officer (CEQ]. Mr. Gong obtained a Master's Degree in
Engineering from Xibei Telecommunications and Engineering Institute
in 1987, and has 9 years of technical, operation, sales and management
experience in the mobile handset industry. Mr. Gong had been the
Senior Vice President of SIM Technology Group Company prior to joining
the company, held various managerial positions in ZTE Corporation
since 1998, and was responsible for the development of phased array
radar in Radar Institute of Huanghe Machinery and Electronics Factory
in 1987. Mr. Gong joined the Group in November 2006.

Mr. Chen Zheng Tu, aged 55, is a founder of the Group and an executive
Director. Mr. Chen had worked with Yuyao 2nd Automobile Electrical
Equipment Factory and has over 23 years of experience in the
manufacturing industry. He is responsible for the strategic planning
and corporate promotion of the Company.
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Non-executive Director

Mr. Li Ming, aged 44, is a non-executive Director. Mr. Li graduated
from Jiangxi Finance Institute majoring in planning statistics in July
1985. He had worked with Dongguang Chuangwei Electronics Co., Ltd.
and with China Electronic Chamber of Commerce since 1992. He has
over 12 years of experience in the electronics industry. Currently, he is
also the Chairman of China Ruilian. He joined the Group in December
2001.

Independent non-executive Directors

Mr. Tang Zhen Ming, aged 43, is an independent non-executive Director.
He graduated from the Beijing Institute of Technology with a doctorate
degree in engineering in March 1994. He had worked with Beijing
Institute of Technology Industrial Company and is now working with
Beijing ChinaSoft FE International Information Technology Ltd.. He has
over 8 years of experience in management and administration. He
joined the Group as an independent non-executive Director in

December 2001.

Mr. Ding Gang Yi, aged 41 is an independent non-executive Director.
He graduated from the Beijing Institute of Technology with a doctorate
degree in engineering in September 1993. He is currently an associate
professor and the Sub-Dean of the School of Software of the Beijing
Institute of Technology. He joined the Group as an independent non-
executive Director in December 2001.

Mr. Ku Kin Shing, aged 45, is an independent non-executive Director.
Mr. Ku is a member of the Hong Kong Institute of Certified Public
Accountants, and CPA (Aust.], and graduated from University of
Canberra in 1991. Mr. Ku had worked with an international audit firm
for 8 years, and is currently working as Financial Controller in a
company listed on Singapore Exchange Limited. Mr. Ku joined the
Group in June 2006.

Supervisors

Mr. Zhang Xing Jiang, aged 38, is a Supervisor and does not hold any
other position in the Group. He is currently the manager of corporate
banking of Industrial and Commerce Bank of China, Yuyao City Branch
and has over 9 years of experience in the banking sector.

Mr. Chen Qian, aged 35, is a Supervisor and does not hold any other
position in the Group. He has completed a postgraduate course in
finance in the Hunan Finance College in February 1999. He is currently
also a director of a company in Xian mainly engaged in the R&D and
sales of electronic chemicals.

Ms. Wang Ying, aged 47, is a Supervisor and the manager of the R&D
department of the Group. Please refer to the section “Senior
management” below for details of her qualifications and experience.
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Senior management

Mr. Zhang Wen Gang, aged 41, is the financial manager of the Group.
Mr. Zhang had worked with Yuyao Light Industry Machine Factory, Yuyao
Kuangshan Machine Factory, and Yuyao 2nd Light Industry Co., Ltd.
and has over 16 years of experience in accounting and financial work.
He is involved in the accounting aspects of the Group. He joined the
Group in May 2001.

Mr. Sun Li Chun, aged 42, is the assistant to the general manager of
the Group. He graduated from the Tianjin Business College with a
bachelor’'s degree in engineering in July 1989. Mr. Sun had worked
with Ningbo Handa and has over 4 years of experience in sales and
marketing. He joined the Group in August 2000 and is responsible for
overseeing the sales and marketing of the Group.

Ms. Wang Ying, aged 47, is the manager of R&D Department. She
graduated from Tai Yuan Industrial Institute in August 1982 with a
bachelor’s degree in engineering majoring in electronic engineering.
She is a senior engineer and had worked with Liujibu Taiyuan Fenxi
Machinery Factory and Hangzhou Dongbao Air Conditioner Factory.
She has over 18 years of experience in R&D. Ms. Wang is responsible
for overseeing the R&D Department of the Group. She joined the Group
in April 2001.

QUALIFIED ACCOUNTANT AND COMPANY SECRETARY
Mr. Lam Chi Tat, aged 52, is the financial controller of the Group. Mr.
Lam is a fellow member of the Hong Kong Institute of Certified Public
Accountants, is a fellow member of the Association of Chartered
Certified Accountants, and holds the degree of Master of Business
Administration from The Open University of Hong Kong. Mr. Lam joined
the Group in November 2006, and has over 20 years’ experience in
accounting and auditing in previous employments.
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Report of the Directors

EEERES

The Directors present their annual report together with the audited
consolidated financial statements for the year ended 31 December
2006.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS
OF OPERATIONS

The principal activities of the Company are the design, manufacture
and sale of intelligent controller systems for various consumer
electrical and electronic appliances and the assembly of mobile phones.
Details of the principal activities of its subsidiaries are set out in note
42 to the consolidated financial statements.

Analysis of the Group’s performance for the year by business and
geographic segments is set out in note 8 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2006 are set
out in the consolidated income statement on page 31.

The Directors do not recommend the payment of a dividend.

PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in property, plant and equipment
of the Group are set out in note 15 to the consolidated financial
statements.

SHARE CAPITAL
Details of the share capital of the Company are set out in note 34 to
the consolidated financial statements.

DISTRIBUTABLE RESERVES

The Company’s reserve available for distribution to shareholders as at
31 December 2006 comprised the retained profits of RMB90,719,000.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association of the Company and no restriction against such rights
under the laws of the PRC, which will oblige the Company to offer new
shares on a pro-rate basis to existing shareholders.
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SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets and liabilities of the Group for
the last five financial years since its incorporation is set out on page

87 to page 88.

PURCHASE, SALE OF REDEMPTION OF LISTED SECURITIES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries has purchased or sold

any of the Company’s shares during the year.

SHARE OPTIONS

As at the date of this report, no option has been granted or agreed to
be granted by the Company to any of its Directors, Supervisors or

employees of the Company or its subsidiaries.

DIRECTORS

The Directors of the Company during the year and up to the date of

this report were:

Executive Directors
Mr. Wang Ya Qun

Mr. Liu Xiao Chun

Mr. Gong Zheng Jun
Mr. Chen Zheng Tu

Mr. Chen Da Jun (appointed on 31 March 2006

and resigned on 20 November 2006)

Mr. Wang Pei Zhang (resigned on 31 March 2006)
Non-executive Director
Mr. Li Ming

Independent non-executive Directors
Mr. Tang Zhen Ming
Mr. Ding Gang Yi
Mr. Ku Kin Shing
Mr. Wang Ning

(appointed on 2 June 2006)
(appointed on 31 March 2006

and resigned on 20 November 2006)

Mr. Mok Wai Man, Derek  (resigned on 2 June 2006)

(appointed on 20 November 2006)
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DIRECTORS /continued

Supervisors

Mr. Zhang Xing Jiang

Ms. Wang Ying

Mr. Chen Qian (resigned on é March 2007)

Members of the audit committee

Mr. Ding Gang Yi (Chairman)

Mr. Tang Zhen Ming

Mr. Ku Kin Shing (appointed on 2 June 2006)

Mr. Mok Wai Man, Derek (resigned on 2 June 2006)

In accordance with Articles 89 and 112 of the Company’s Articles of
Association, all the Directors and Supervisors shall be elected at the
shareholders’ general meeting for a term of three years. A director or
supervisor may serve consecutive terms if re-elected upon the
expiration of the terms.

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS
AND SENIOR MANAGEMENT

Brief biographical details of Directors, Supervisors and senior
management are set out on page 18 to page 20.

DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS
Each of the Directors and Supervisors has entered into a service
contract with the Company for a term of three years from his/her date
of appointment as a Director or, as the case may be, as a Supervisor
and thereafter subject to termination by either party giving not less
than one month’s written notice to the other party.

Save as disclosed above, no Directors or Supervisors who are proposed
for re-election at the forthcoming annual general meeting has entered
into any service contract with the Company which is not determinable
within one year without payment of compensation, other than statutory
compensation.

DIRECTORS® AND SUPERVISORS’ INTERESTS IN
CONTRACTS

Apart from the Directors” and Supervisors’ service contracts disclosed
above, no contracts of significance in relation to the Group's business
to which the Company or its subsidiaries was a party and in which a
Director or a Supervisor of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any
time during the year.
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DIRECTORS’, CHIEF EXECUTIVES" AND SUPERVISORS’
INTERESTS IN THE SHARES OF THE COMPANY

At 31 December 2006, the interests and long positions of each Director,
Chief Executive and Supervisor of the Company in the shares,
underlying shares and debentures of the Company and its associated
corporations (within the meaning of part XV of the Securities and
Futures Ordinance (the "SF0")), as recorded in the register maintained
by the Company under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the minimum
standards of dealing by directors as referred to in Rules 5.40 to 5.58 of
the Rules Governing the Listing of Securities on the GEM (the "GEM
Listing Rules”), were as follows:

Ordinary shares of RMB0.10 each of the Company as at 31 December
2006:

ES - TBRBRESEREQT RN
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BAEH N ESENAR A REERER (F& RE
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EI&PIZE352GRTRT BN ELCMATRER 2
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Name of Director/
Chief Executive/

Number of
Domestic Shares
of RMBO0.10 each

(the “Domestic
Shares”) held

Approximate
percentage of
shareholding
in same class

Approximate
percentage of
shareholding in
the registered

Supervisor FESREE of securities capital
94 AR¥0.107 Nature of Long/short ERER REMRER
T,/ HRER interest position EHEH BAER
EEp (TwER]) A BRME #/ %R BRESE Rl
Mr. Wang Ya Qun 129,500,000 Beneficial owner Long position 35.0% 25.9%
ThEEE Domestic Shares E=EEA e
[note 2)
129,500,000/ W& &
(Hi£2)
Mr. Li Ming 129,500,000 Interest of controlled Long position 35.0% 25.9%
THEE Domestic Shares corporation A [note 1)
[note 2/ [note 1) (Btiz1)
129,500,000 &R REHQEMELS
(HaE2) (K1)
Mr. Chen Zheng Tu 92,500,000 Beneficial owner Long position 25.0% 18.5%
BRIEL%E Domestic Shares E=EEA e
[note 2)
92,500,0000% A & ik

(Hat2)




DIRECTORS’, CHIEF EXECUTIVES® AND SUPERVISORS’
INTERESTS IN THE SHARES OF THE COMPANY (continued)

Notes:

(1) Mr. Li Ming is not a registered shareholder of the Company. His indirect
shareholding interest in 129,500,000 shares of the Company is held through
Shenzhen Ruilian Investment Co., Ltd. ("Shenzhen Ruilian”), which holds a 90.0%
direct interest in China Ruilian Holding Corp. ("China Ruilian”), a registered
shareholder of the Company.

Both Shenzhen Ruilian and China Ruilian are established and based in the PRC.
Mr. Li Ming and Mr. Liu Xiao Chun hold a direct interest of 42.0% and 26%
respectively in Shenzhen Ruilian.

[2)  Domestic Shares of a nominal value of RMB0.10 each, in the registered capital of
the Company, which are subscribed for or credited as fully-paid in Renminbi.

Mr. Wang Ya Qun holds non-beneficial interests in A-tech Technology
(HK) Limited, a subsidiary of the Group, on behalf of the Company.

Save as disclosed above, at no time during the year did the Directors,
Chief Executives and Supervisors (including their spouse and children
under 18 years of age) had any interest in, or had been granted, or
exercised, any rights to subscribe for shares of the Company or its
associated corporations within the meaning of SFQO).

Apart from the above, at no time during the year was the Company or
its subsidiaries a party to any arrangement enabling the Directors,
Chief Executives and Supervisors of the Company to hold any interests
or short positions in the shares or underlying shares in, or debentures
of, the Company or its associated corporation.
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Report of the Directors

EEEREE

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN THE
SHARES OF THE COMPANY

According to the register of substantial shareholders maintained under
section 336 of the SFO, as at 31 December 2006, the Company had
been notified the following substantial shareholders” were interested
in 5% or more of the Company's issued share capital. These interests
are in addition to those disclosed above in respect of the Directors,
Chief Executives and Supervisors.

FERRRAQFRGVER

RIREES R IRMIE336 RREFENEE
BRRELMER R_ETRF+_A=T—81"
AAREME AT ERZRREAARADEIT
5% IA_E A an o 55 Lo W AT A AT IR
BRES THARKEENERN-

4 . . )
Approximate Approximate
percentage of percentage of
shareholding shareholding in
in same the
Name of Number of Nature of Long/short class of securities  registered capital
shareholder shares held interest position ERERES hHEmER
RRE®B FRRHEE BENE B/ %R BRERES BRERESL
China Ruilian 129,500,000 Domestic Shares Beneficial owner Long position 35% 25.9%
B [note 1 above) ERBBA A
129,500,000f% A& R
(ExHizt)
Shenzhen Ruilian 129,500,000 Domestic Shares Interest of controlled Long position 35% 25.9%
TR [note 1 above) corporation e
129,500 000N &R  SEHIDFER
(LXHhET)
Martin Currie China Hedge 21,345,000 H Shares Investment manager Long position 16.4% 4.3%
Fund Limited [note 1) RERE e
21,345,0008%HAR
(HizE1)
Martin Currie Investment 21,345,000 H shares Investment manager Long position 16.4% 4.3%
Management Limited [note 1) RELR 5oy
21,345,000A2HAR
(A1)
UBS AG 21,345,000 H shares Person having a security Long position 16.4% 4.3%
[note 1] interest in shares e
21.345,000/HE REOHERER
(Kfzt1) Bmz AL
Dai Huan 8,200,000 H Shares Beneficial owner Long position 6.3% 1.6%
[note 1] BHREHA A
8,200,0008%HAR
(HizE1)
.
Note: MaE:
(1) "H Share(s)” represent overseas listed foreign share(s) of a nominal value of (1) [HI&] AR RFMEAH SREEARE.107TH

RMBO0.10 each in the registered capital of the Company, which are listed on the
GEM and subscribed for and traded in Hong Kong dollars.

BHNETINER RAIEIR BT WAB TRERE

Bo



MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of sales and purchases for the year attributable to the
Group’s major customers and suppliers are as follows:

Sales

- the largest customer 23.6%
- five largest customers combined 47.2%
Purchases

- the largest supplier 7.4%
- five largest suppliers combined 23.4%

BOARD PRACTICES AND PROCEDURES

Throughout the year, the Company has been in compliance with the
Board Practices and Procedures as set out in rules 5.34 to 5.45 of the
GEM Listing Rules, which applied before the amendment of the GEM
Listing Rules relating to the Code on Corporate Governance Practices
and Corporate Governance Report on 1 January 2005. The Company
has prepare a Corporate Governance Report in accordance with Rule
18.44 of the GEM Listing Rules for the financial year ending 31
December 2006. Details of which are set out in pages 14 to 17.

The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule
5.09 of the GEM Listing Rules. The Company considers that all
independent non-executive Directors are independent.

CONNECTED TRANSACTION
Details of connected transactions of the Group with China Ruilian, a
Shareholder of the Company are set out in note 41 to the accounts.

COMPETING INTERESTS

None of the Directors, the management shareholders of the Company
and their respective associates (as defined in the GEM Listing Rules])
had any interest in any business that directly or indirectly competes
with the business of the Group or has any other conflicts of interest.
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Report of the Directors

EEEREE

AUDITORS B BUEm

The financial statements for the year have been audited by Deloitte ~ AEEHFHHREHEH =R StaTE%
Touche Tohmatsu, who retire and, being eligible, offer themselves for  FZEFTRITAS SR WA ERREENAAA]
re-appointment at the forthcoming Annual General Meeting of the  EERFAFT NG EIZET-

Company.

On behalf of the Board REREZEES
Wang Ya Qun FE
Chairman T

Ningbo, The PRC,16 April 2007 PERER —ZTFOA+RHE



Independent Auditor’s Report
BYZHARES

Deloitte.
=E)

TO THE SHAREHOLDERS OF NINGBO YIDONG
ELECTRONIC COMPANY LIMITED

(a joint stock company established in the People’s Republic of China
with limited liability]

We have audited the consolidated financial statements of Ningbo Yidong
Electronic Company Limited (the "Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 31 to 86, which
comprise the consolidated balance sheet as at 31 December 2006,
and the consolidated income statement, consolidated statement of
changes in equity and consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation of
the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2006
and of the Group’s loss and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure requirements
of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

16 April 2007
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Consolidated Income Statement

mellER

for the year ended 31 December 2006
BE_ZTENF+ _A=+—HIUFE

4 2006 2005 )
S =
Notes RMB’'000 RMB'000
B 5 ARET T AREFIT
Revenue Uz 7 317,274 446,182
Cost of sales SHE R (274,311) (400,598)
Gross profit EH 42,963 45,584
Other income EplrA 7 10,049 30,296
Selling and distribution costs $HE K3 SHE AR (5,625) (4,402)
Administrative expenses TR E A (56,895) (44,481)
Finance costs RbE A 9 (17,638) (10,786)
Share of losses of associates FE(EEEE QR EE - (128)
(Loss) profit before tax BrEL AT (E518) s F 10 (27,146) 16,083
Income tax credit (expense) FisfiRe (FAx) 11 3,901 (12,032)
(Loss) profit for the year FR (EE) & (23,245) 4,051
Attributable to: FEAE
Equity holders of the Company RRABRIERE A (21,087) 7,241
Minority interests DEUR R i (2,158) (3,190)
(23,245) 4,051
Dividends % & 13 - 3,500
(Loss) earnings per share Bk (B518) 25 14
Basic A RMBARM(4.22 cents? ) RMBAR™1.45 cents?
e

\ Diluted

N/A T N/A $i@ﬁﬁj
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Consolidated Balance Sheet

SEEEREER

as 31 December 2006
RZFBEXNF+-_A=1+—H

4 2006 2005

—EEXREF —ETRF
Notes RMB’000 RMB'000
B RE AR¥T T ARBT T
Non-current assets FERBEE
Property, plant and equipment e 15 242,877 217,305
Prepaid lease payments TAREER 16 37,282 38,223
Goodwill &S 17 - =
Interests in associates NSl 19 - =
Deferred tax assets RIERIBEEE 20 8,542 3,320
Construction deposits EREIRRE 1,588 -
290,289 258,848
Current assets REEE
Inventories FE 21 116,824 82,930
Loan receivable FEWE TR 22 2,480 =
Trade and bills receivables U E 5 RS R RE 23 99,332 158,197
Prepayments, deposits and BRFRE RERET
other receivables JEUBR TN 43,041 61,066
Prepaid lease payments TAREER 16 941 941
Amount due from a shareholder FEU AR 3R /I8 24 7,819 7,798
Amounts due from minority shareholders FEM D BIRR R /IR 25 1,072 1,307
Amounts due from associates i NCIE O 26 - 3,904
Amounts due from directors U E E kI8 27 1,512 89
Amounts due from related companies FEU BAE R R FRIR 28 378 343
Tax recoverable AU Bl F T8 8,098 2,400
Held-for-trading investments REEMFHERIRE 29 505 =
Pledged bank deposits EIRIRRITIE R 30 101,479 46,709
Bank balances and cash RITEBRER S 30 121,458 66,868
504,939 432,552
Current liabilities REBEE
Trade and bills payables JEFTE 5 R R EE 31 229,160 217,338
Other payables and accruals HERNERRETER 75,372 75,913
Amount due to a shareholder FEFTAR R FRIA 24 - 4,330
Amounts due to minority shareholders FE D BUR R FRIE 25 280 93
Amounts due to associates AN NG S 26 - 420
Amount due to a director JENEEHIA 27 - 48
Dividends payable FERT AR B 4,440 4,460
Bank borrowings RITEE 32 291,570 170,760
Current portion of deferred revenue IRIEW A BVEREL 2 33 1,657 1,657

602,479 475,019
\ ~/
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as 31 December 2006
R-ZZEEXRFT-_A=1+—H

\S

2006 20@
—EEXRF —ETRF
Notes RMB’'000 RMB'000
BfsE ARET T AREFIT
Net current liabilities REBEETFE (97,540) (42,467)
Total assets less current liabilities BEERRBERE 192,749 216,381
Non-current liability kRBEME
Deferred revenue FEIEUTA 33 5,209 5,866
187,540 210,515
Capital and reserves BEXR#E
Share capital N 34 50,000 50,000
Reserves 1 134,140 153,652
Equity attributable to equity holders RRABRIERE A
of the Company B R 184,140 203,652
Minority interests DERTRIERS 3,400 6,863
187,540 210,515j
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Consolidated Statement of Changes in Equity
GERRSER

for the year ended 31 December 2006
BE_ZTENF+ _A=+—HILFE

(

Attributable to equity holders of the Company

\

ARAREREARE
Statutory
Statutory public
Share Capital surplus welfare  Translation  Retained Minority
capital reserve reserve reserve reserve profits Total interests Total
EERR HE SRR
Bx  ERRE & MEE ENRE  RERA a3t Es it
RMB'000  RMB000  RMB'000  RMBOOO ~ RMB'OO0  RMB000  RMB'000  RMB'000  RMB'000
AREFT ARETR ARETR ARETR ARBTT ARETT ARETT ARETR  ARETR
(Notea] ~ (Noteb] (Note c]
(KizEa) (Ht) (Rzke)
At 1 January 2005 RZEZRE-A-A 50,000 40,449 14,893 6,702 = 93,921 205,571 8,293 213,824
Exchange differences arising RAZENZHE
on translation of foreign EENERERR
operations and net income BRREREDN
recognised directly in equity LN = = - - 340 - 340 - 340
Profit for the year Efii = = - - - 7241 7241 3.190] 4,051
Total recognised income and EREEANAR
expenses for the year B = - - - 340 7,241 7581 (3,190) 4391
Establishment of subsidiaries ~ WuMEAA - = = - - - - 1,800 1,800
Final dividend - 2004 ABRE-—FE0E = = = = = (6,000) (6,000] - (6,000]
Interim dividend - 2005 PERE——TERE = = = = = (3,500) (3,500] - (3,500]
Appropriations AR - - 637 319 - (95 = - =
At31 December 2005 RZEZ1E
and 1 January 2006 “R=t-Rk
ZEENE-A-R 0 50,000 40,449 15,530 1,02 340 90,312 203,652 6,863 210515
Exchange differences arising RAZENZHE
on translation of foreign EENERERR
operations and net income ERERRREDN
recognised directly in equity LN = - - - 1,575 - 1,575 - 1,575
Loss for the year EMElE - - - - - (21087) (21,087 (2158) (23245
Total recognised income and EREEANAR
expenses for the year Rxies - - - - 1,575 (21087) (19512 (2158]  (21.670)
Acquisition of a subsidiary WEERE AT - - - - - - - 281 281
Establishment of a subsidiary ~ WUMEAR - - - - - - - 5 5
Dividend paid to a minority mAFRE
shareholder RS - - - - - - - (1,591) (1,591]
Appropriations A - - 220 - - (2201] - - -
Transfer £ - - 7021 (7.021) - - - - -
At 31 December 2006 RIFERE
TZA=1-A 50,000 40,449 26,172 - 1915 67,004 184,140 3,400

\S

187,540
~/




Note:

(a)

(b)

(c]

Capital reserve

Capital reserve includes the share premium arising from the issue of H shares
after deduction of the respective share issuance costs of the Company.

Statutory surplus reserve

The Articles of Association of the Company and its subsidiaries established in
the People’s Republic of China (the "PRC”) require the appropriation of 10%
of their profit after tax determined under the PRC accounting standards each
year to the statutory surplus reserve until the balance reaches 50% of the
registered share capital. According to the provision of the Company’s Articles
of Association, under normal circumstances, the statutory surplus reserve
shall only be used for making up losses, capitalisation into share capital and
expansion of the Company’s production and operation. For the capitalisation
of statutory surplus reserve into share capital, the remaining amount of such
reserve shall not be less than 25% of the registered share capital.

Statutory public welfare reserve

Pursuant to the PRC Company Law, the Company and its subsidiaries
established in the PRC shall make allocation from its profit after taxation
determined under the PRC accounting standards at the rate of 5% to 10% to
the statutory public welfare fund. The statutory public welfare fund can only
be utilised on capital items for employees’ collective welfare. Individual
employees have the right to use these facilities, but the titles to which will
remain with these companies. In accordance with the relevant PRC laws and
regulations, the unutilised statutory public welfare reserve at 31 December
2005 has been transferred to statutory surplus reserve and no appropriation
of statutory public welfare reserve is required effective from 2006.

BRIZREFRHBERAR
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(b)

[c]
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he year ended 31 December 2006

FEAFF A=+ ALEE

EENE 1

AAFBERBEARDBETHREENRNEERE
HIBRARRAARAD B ATRL A

RARIREEFREARIFE ([HE]) B H
BARMARERMARE SFENAGEIRRBS
B ERFTEMRBAENER10%BAEEER
BAES HEEERHATESEHEIFMARAR
50% &1L RIBEAR AR AR ERMA F£—RER
T EAERBRATBRSENAEEFEESE BRBRAR
BEREARRMEEREE-RIGETBHBABELE
FTRAME EEBBRAES BB NS EN M
BRAR25% ©
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Consolidated Cash Flow Statement

IIV_\éIﬁg)\ﬁléﬁ

for

e year ended 31 December 2006

th
HE—FEAF+-A=+—HULFE

(

\ OPERATING ACTIVITIES

2006 2005\
—e®sE  —TTIS
RMB’000 RMB'000
ARBFT AREBFT
OPERATING ACTIVITIES REEK
(Loss) profit before tax BrEiAT (B51E) & F (27,146) 16,083
Adjustments for: Bt TFIEE AR
Amortisation of prepaid lease payments BT NAETIE 479 315
Depreciation of property, plant M- BENEETE
and equipment 14,285 14,075
Finance costs BB 17,638 10,786
Government grants received recognised EHER AWK B Wk AT
as income fHEh® (657) (856)
Impairment loss on amounts due FEUHSE & X B FRIE
from associates VERIEN g 4,012 1,374
Impairment loss on amounts due from FEU D B ER FRIE
minority shareholders BEEE 792 237
Impairment loss on goodwill arising from R W R e i R T 72 A Y
acquisition of associates AENREEE - 259
Impairment loss on goodwill arising from Y B B a8 2 B 1 2R AR A
acquisition of subsidiaries B REEE 103 3,177
Impairment loss on property, plant M BB RREBRERE
and equipment 106 -
Impairment loss on trade receivables, BWESER HeRAED
deposits and other receivables JEUBR AR (E B 1R 14,392 3,487
Interest income FB YA (1,845) (660)
Loss on disposal of property, plant HEME BB KEEH
and equipment &R 58 43
Share of losses of assaciates AnEE N EEE - 128
Write-down of inventories FEMR 4,555 5,095
Operating cash flows before movements EEESEPAINEE
in working capital BehRheE 26,772 53,543
Increase in inventories FEEN (38,449) (1,367)
Decrease (increase) in trade and bills EUE 5 RA R EE
receivables R (3En) 46,153 (97,376)
Decrease in prepayments, deposits BfRRIE e REE
and other receivables e U BR TR 17,366 335
Increase in amounts due from associates MBS R B FRIALE AN - (3,651)
Increase in amounts due from directors FEULEE 5 FRIE S N (1,423) (84)
Increase in amounts due from related FE WS A N BRI IS AN
companies (35) (48)
Increase in held-for-trading investments FEEEREEM (505) =
Increase in trade and bills payables BB SR R EZ RN 11,822 109,526
(Decrease] increase in other payables ErEARARETER
and accruals CRLA) 1840 (541) 30,480
(Decrease) increase in amounts due to FERTE A B FRIA
associates CRL) 150 (420) 420
Decrease in amounts due to directors ENERFIER D (48) (712)
Government grants received BB & - 1,000
Cash generated from operations KEEBSRS 60,692 92,066
PRC income tax paid B R BIFTEH (7,019) (21,089)
NET CASH GENERATED FROM REEEMBESTHE
53,673

70,977/
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

2005\

2006
—EEREF —ETTRF
NOTE RMB’000 RMB'000
k=S ARBTT ARBFT
INVESTING ACTIVITIES REEE
Increase in pledged bank deposits B R ERIT 7 R AN (54,770) (42,286)
Purchase of property, plant and equipment EEWE -BE K &E (39,506) (114,076)
Increase in loan receivable JiE UL B SR N (2,480) -
Increase in construction deposits EREIEZLSIEM (1,588) =
Advances to minority shareholders DEURER TR (570) (1,272)
Acquisition of a subsidiary g ) SpNG| 35 (191) -
Advances to associates = NCTEE (108) (988)
Interest received B W F 8 1,845 660
Proceeds on disposal of property, plant HEWE - BE R
and equipment FriS#E 53 36
Increase in prepaid lease payments TR ERIEE N - (8,340)
NET CASH USED IN INVESTING ACTIVITIES REZEFFABREFHE (97,315) (166,266)
FINANCING ACTIVITIES ALEE B
New bank loans raised FiBIRITE R 395,741 301,877
Capital contribution by minority shareholders 8% 5 H& 5 1,800
Repayment of bank loans BERITERK (274,931) (204,117)
Interest paid BEAHLE (17,638] (10,786)
(Repayment to) advance from a shareholder ({Ei&) 7R B R R A B 3X (4,330) 3,783
Dividend paid to a minority shareholder A) > SRR BROR A5 AR B (1,591) =
Advance to a shareholder N (579) (7,798)
Dividend paid EfRE (20) (5,060)
NET CASH GENERATED FROM FINANCING ®EEEFFBREEFHE
ACTIVITIES 96,657 79,699
NET INCREASE (DECREASE] IN CASH HeRBELEHEER
AND CASH EQUIVALENTS B ORL) B8 53,015 (15,590)
CASH AND CASH EQUIVALENTS FINRLRRLEHEER
AT THE BEGINNING OF THE YEAR 66,868 82,118
EFFECT OF FOREIGN EXCHANGE RATE ERESEHTERE
CHANGES, NET 1,575 340
CASH AND CASH EQUIVALENTS AT FRNFELRFALEEER
THE END OF THE YEAR, represented by BMRTT#HEER R &
121,458

\ bank balances and cash

66,868
=/
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Notes to the Consolidated Financial Statements

e PR R M

GENERAL

The Company is a joint stock limited liability company established
in the People's Republic of China (the "PRC") and its shares are
listed on the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company
are disclosed in the “Corporate Information” section to the annual
report.

The consolidated financial statements are presented in Renminbi
("RMB"], which is the same as the functional currency of the
Company.

The principal activities of the Group are the design, manufacture
and sale of intelligent controller systems for consumer electrical
and electronic appliances and the assembly of mobile phones in
the PRC.

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS

In preparing the consolidated financial statements, the directors
have given careful consideration to the future liquidity of the Group
in light of its net current liabilities of RMB97,540,000 as at 31
December 2006. The Group finances its capital intensive operations
by short-term bank borrowings and shareholders’ equity. It tends
to maintain a fair level of short-term bank borrowings which are
renewed on a regular basis, as the borrowing costs of such
arrangement are relatively lower. The directors are of the opinion
that, after taking into account the presently available banking
facilities and internal financial resources, the Group has sufficient
working capital for its present requirements and will be able to
meet in full its liabilities as they fall due in the foreseeable future.
The opinion is based on the following:

(1) Availability of facilities
The amounts of banking facilities available to the Group
granted by various banks at 31 December 2006 was
RMB586,819,000, in which RMB291,570,000 was utilised as
at 31 December 2006 as disclosed in note 32. Approximately
RMB182,250,000 of the unutilised banking facilities will
expire one year after the balance sheet date.

(2) Renewed bank borrowings
Subsequent to the balance sheet date, the Group had
renewed RMB49,300,000 of the Group's short-term bank
borrowings at 31 December 2006 which matured prior to the
date of approval of these consolidated financial statements.
Approximately RMB10,000,000 of the renewed bank
borrowings will mature one year after the balance sheet date.
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2. BASIS OF PREPARATION OF FINANCIAL

STATEMENTS (continued)

(3) Disposal of prepaid lease payments and related
buildings
During the year ended 31 December 2006, the Group entered
into a provisional sale and purchase agreement with local
government for the disposal of its existing factory premises
for a preliminary consideration of approximately
RMB120,000,000. The final consideration will be determined
based on valuation report to be issued by independent
professional valuers. The carrying amounts of the prepaid
lease payments and buildings to be disposed of as at 31
December 2006 were approximately RMB11,013,000 and
RMB19,518,000 respectively.

Up to the date of these consolidated financial statements,
the disposal has not been completed and was pending for
the negotiation of the final consideration between both
parties and the Group's delivery of possession of the existing
factory premises. The directors estimate that the transaction
will be completed in July 2007 and the final consideration
will not be less than RMB120,000,000. As at 31 December
2006, the existing factory premises are still engaged by the
Group for its production and therefore not available for
immediate sale in present condition. After the completion of
the transaction, the Group will move to the new factory
premises which is under construction as at 31 December
2006. Details of which are set out in note 15.

Due to the reasons above, the consolidated financial
statements have been prepared on a going concern basis.

3. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS
In the current year, the Group has applied, for the first time, a
number of new standard, amendments and interpretations ("new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants, which are either effective for accounting periods
beginning on or after 1 December 2005 or 1 January 2006. The
adoption of the new HKFRSs had no material effect on how the
results and financial position for the current or prior accounting
years have been prepared and presented. Accordingly, no prior
year adjustment has been required.
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3. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continuea
The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are not

yet effective. The directors of the Company anticipate that the

application of these standards, amendment or interpretations will
have no material impact on the results and the financial position

of the Group.

HKAS 1 (Amendment)

HKFRS 7

HKFRS 8

HK(IFRIC]-Int 7
HK(IFRIC)-Int 8
HK(IFRIC]-Int 9
HK(IFRIC]-Int 10
HK(IFRIC)-Int 11
HK(IFRIC]-Int 12

® 9 o a A W N -

Capital Disclosures'

Financial Instruments: Disclosures'

Operating Segments?

Applying the Restatement Approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies®

Scope of HKFRS 2¢

Reassessment of Embedded Derivatives®

Interim Financial Reporting and
Impairment®

HKFRS 2 - Group and Treasury Share

Transactions’

Service Concession Arrangements®

Effective for annual periods beginning on or after 1 January 2007
Effective for annual periods beginning on or after 1 January 2009
Effective for annual periods beginning on or after 1 March 2006
Effective for annual periods beginning on or after 1 May 2006
Effective for annual periods beginning on or after 1 June 2006
Effective for annual periods beginning on or after 1 November 2006
Effective for annual periods beginning on or after 1 March 2007
Effective for annual periods beginning on or after 1 January 2008
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments,
which are measured at fair values, as explained in the accounting
policies set out below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing
the Listing of Securities on the Growth Enterprise Market of the
Stock Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the
Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other members of the Group.

Allintra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority interest
in the subsidiary’s equity are allocated against the interests of
the Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover
the losses.
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SIGNIFICANT ACCOUNTING POLICIES (continued
Business combinations

The acquisition of subsidiaries is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate
of the fair values, at the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities that meet
the conditions for recognition under HKFRS 3 Business
Combinations are recognised at their fair values at the acquisition
date.

Goodwill arising on acquisition is recognised as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair value
of the identifiable assets, liabilities and contingent liabilities
recognised. If, after reassessment, the Group's interest in the net
fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination,
the excess is recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value of the
assets, liabilities and contingent liabilities recognised.

Goodwill

Goodwill arising on acquisitions prior to 1 January 2005
Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1 January 2005 represents the excess
of the cost of acquisition over the Group's interest in the fair value
of the identifiable assets and liabilities of the relevant subsidiary
at the date of acquisition.

For previously capitalised goodwill arising on acquisitions after
1 January 2001, the Group has discontinued amortisation from
1 January 2005 onwards, and such goodwill is tested for
impairment annually, and whenever there is an indication that
the cash generating unit to which the goodwill relates may be
impaired (see the accounting policy below]).

Goodwill arising on acquisitions on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1 January 2005 represents the
excess of the cost of acquisition over the Group's interest in the
fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary at the date of acquisition. Such
goodwill is carried at cost less any accumulated impairment
losses.

for the year ended 31 December 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill /co

inued)]
Goodwill arising on acquisitions on or after 1 January 2005

(continued)]
Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that financial
year. When the recoverable amount of the cash-generating unit
is less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised directly in
the income statement. An impairment loss for goodwill is not
reversed in subsequent periods.

On subsequent disposal of a subsidiary, the attributable amount
of goodwill capitalised is included in the determination of the
amount of profit or loss on disposal.

Interests in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture.

The results and assets and Lliabilities of associates are
incorporated in these consolidated financial statements using the
equity method of accounting. Under the equity method, interests
in associates are carried in the consolidated balance sheet at
cost as adjusted for post-acquisition changes in the Group’s share
of the profit or loss and of changes in equity of the associate, less
any identified impairment loss. When the Group's share of losses
of an associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance, form
part of the Group's net investment in the associate], the Group
discontinues recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.
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SIGNIFICANT ACCOUNTING POLICIES (continuea)
Interests in associates (continued)

Goodwill arising on acquisitions prior to 1 January 2005

Any excess of the cost of acquisition over the Group's share of the
net fair value of the identifiable assets, liabilities of the associate
recognised at the date of acquisition is recognised as goodwill.
From 1 January 2005 onwards, the Group has discontinued
amortisation of goodwill and such goodwill is included within the
carrying amount of the investment and is assessed for impairment
as part of the investment.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition, after reassessment, is recognised immediately
in profit or loss.

Where a group entity transacts with an associate of the Group,
profits and losses are eliminated to the extent of the Group's
interest in the relevant associate.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods and
services provided in the normal course of business, net of
discounts and sales related taxes.

Sales of goods are recognised when goods are delivered and title
has passed.

Service income is recognised when services are provided.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount.

Property, plant and equipment

Property, plant and equipment, other than buildings under
construction, are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment other than buildings under construction over
their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line method.

for the year ended 31 December 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued
Property, plant and equipment (continued)

When the leasehold land and buildings are in the course of
development for production, rental or for administrative purposes,
the leasehold land element is classified as a prepaid lease
payment and amortised over a straight-line basis over the lease
term. During the construction period, the amortisation charge
provided for the leasehold land is included as part of costs of
buildings under construction. Buildings under construction are
carried at cost, less any identified impairment losses. Depreciation
of buildings commences when they are available for use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the consolidated income statement in the year in which
the item is derecognised.

Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis over the
term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
over the lease term on a straight-line basis.
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SIGNIFICANT ACCOUNTING POLICIES (continuea)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in its
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance
sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise, except for exchange
differences arising on a monetary item that forms part of the
Group’s net investment in a foreign operation, in which case, such
exchange differences are recognised in equity in the consolidated
financials statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except for differences
arising on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity, in which
cases, the exchange differences are also recognised directly in
equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Company (i.e. RMB] at the rate of exchange prevailing at the
balance sheet date, and their income and expenses are translated
at the average exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are used.
Exchange differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the period in which
the foreign operation is disposed of.

Borrowing costs
All borrowing costs are recognised as and included in finance
costs in the consolidated income statement in the period in which
they are incurred.

for the year ended 31 December 2006
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SIGNIFICANT ACCOUNTING POLICIES (continued
Government grants

Government grants are recognised as income over the periods
necessary to match them with the related costs. Grants related
to depreciable assets are presented as deferred income and are
released to income over the useful lives of the assets. Grants
related to expense items are recognised in the same period as
those expenses are charged in the consolidated income statement
and are reported separately as other income.

Retirement benefits costs

Payments to state-managed retirement benefits schemes and
the Mandatory Provident Fund Scheme are charged as an expense
when employees have rendered service entitling them to the
contributions.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years, and it further excludes
income statement items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES (continuea)
Taxation (continued)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited to the income
statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with
in equity.

Research and development expenditures
Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the
development costs incurred on a clearly-defined project will be
recovered through future commercial activity. Where no internally
generated intangible asset can be recognised, development
expenditure is charged to profit or loss in the period in which it is
incurred.

Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average method.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instruments. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss] are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit
or loss are recognised immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continved)
Financial instruments (c
Financial assets

The Group's financial assets are classified into financial assets
at fair value through profit or loss and loans and receivables. All
regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace. The accounting policies adopted
in respect of each category financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss comprise
financial assets held for trading. At each balance sheet date
subsequent to initial recognition, held for trading financial assets
are measured at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including loan receivable, trade
and bills receivables, deposits and other receivables, amounts
due from a shareholder/minority shareholders/associates/
directors/related companies and bank balances) are carried at
amortised cost using the effective interest method, less any
identified impairment losses. An impairment loss is recognised
in profit or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the assets’
carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when an
increase in the asset’s recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial
liability and an equity instrument. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities.

The Group’s financial liabilities comprise other financial liabilities.
The accounting policies adopted in respect of financial liabilities
and equity instruments are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (continuea)
Financial instruments (continued)

Financial liabilities and equity (continued)

Other financial liabilities

Other financial liabilities (including trade and bills payables, other
payables, amounts due to a shareholder/minority shareholders/
associates/directors, dividends payable and bank borrowings) are
subsequently measured at amortised cost, using the effective
interest method.

Equity instruments
Equity instruments issued by the Company are recorded as the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition of
a financial asset, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable
and the cumulative gain or loss that had been recognised directly
in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is
recognised in profit or loss.

Impairment losses (other than goodwill - see the
accounting policies in respect of goodwill above)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An impairment
loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.
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KEY SOURCES OF ESTIMATION UNCERTAINTY
The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year,
are also discussed below.

Depreciation and Amortisation

The Group's net book value of property, plant and equipment as
at 31 December 2006 was approximately RMB243,000,000. The
Group depreciates the property, plant and equipment on a
straight-line method over their estimated useful lives and after
taking into account of their estimated residual value, at the rates
of 3.33% to 20% per annum, commencing from the date the
property, plant and equipment is available for intended use. The
estimated useful lives and dates that the property, plant and
equipment are available for intended use reflect the directors’
estimate of the periods that the Group intends to derive future
economic benefits from the use of the Group’s property, plant
and equipment.

Allowances for bad and doubtful receivables

The policy for allowance for bad and doubtful receivables of the
Group is based on the evaluation of collectability and recoverable
amount of the receivables and on management’s judgement. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness and the past collection history of each customer.
If the financial conditions of customers of the Group were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required. An allowance
of RMB14,392,000 has been recognised in the current year.

Write-down of obsolete and slow-moving inventories
Management reviews an aging analysis at each balance sheet
date, and makes allowances for obsolete and slow-moving
inventory items identified that are no longer suitable for use in
production. Management estimates the net realisable value for
such finished goods, work in progress and raw materials primarily
on the latest invoice prices and current market conditions. The
Group carries out an inventory review on a product-by-product
basis at each balance sheet date and makes allowances for
obsolete and slow-moving items. An allowance of RMB4,555,000
has been recognised in the current year.
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KEY SOURCES OF ESTIMATION UNCERTAINTY (contines) 5. fhat FEABIRERNEERIR =0
Income taxes FRigH

As at 31 December 2006, a deferred tax asset of approximately RZEZERET_A=1+—H @B
RMB8,542,000 in relation to deductible temporary differences has EREFNELEHEEENARK
been recognised in the Group's balance sheet. The realisability 8,542,000 tEEAKENEEABRE
of the deferred tax asset mainly depends on whether sufficient RIRIERIIAE FE A IR A F ZRUAR B
future profits or taxable temporary differences will be available 185 5 B HH ) 3K R B R 22 R A i
in the future. In case where the actual future profits generated E) A - fied B 18 50 B BOR MR R TR HA7K - A
are less than expected, a material reversal of deferred tax asset RIS IR E 2 ok & AR 00 - N 43 o) HA
may arise, which would be recognised in the consolidated income AR A W R MR

statement for the period in which such a reversal takes place.

FINANCIAL INSTRUMENTS 6. TRITH

6a. Financial risk management objectives and policies

The Group's major financial instruments include loan
receivable, trade and bills receivables, other receivables,
held-for-trading investments, bank balances and cash, trade
and bills payables, other payables and bank borrowings.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks
are set out below. Management manages and monitors these
exposures to ensure appropriate measures are implemented
on a timely and effective manner.
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Market risk -0
Currency risk B b

Several subsidiaries of the Company have foreign currency
sales and purchases, which expose the Group to foreign
currency risk. Approximately 35% of the Group’s sales and
55% of the Group’s purchases denominated in currencies
other than the functional currency of the group entity making
the sale and purchase.

Certain trade receivables, trade payables and borrowings of
the Group are denominated in foreign currencies. The Group
currently does not have a foreign currency hedging policy.
However, management monitors foreign exchange exposure
and will consider hedging significant foreign currency
exposure should the need arise.
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6. FINANCIAL INSTRUMENTS (continved)

6a.

Financial risk management objectives and policies
(continued]

Market risk (continued)

Fair value interest rate risk

The Group is exposed to fair value interest rate risk through
the impact of rate changes on pledged bank deposits and
fixed-rate bank borrowings. The interest rate and terms of
repayment of these bank borrowings are disclosed in note
32. The Group currently does not have an interest rate
hedging policy. However, management monitors interest rate
change exposure and will consider hedging significant
interest rate change exposure should the need arise.

Cash flow interest rate risk

The Group is exposed to cash flow interest rate risk through
the impact of rate changes on variable-rate bank balances
and bank borrowings. The interest rate and terms of
repayment of these bank borrowings are disclosed in note
32. The level of the Group’s bank borrowings at floating rate
of interest is minimal.

Price risk

The Group is exposed to security price risk through its held-
for-trading investments. The Group currently does not have
a security price hedging policy. However, management
monitors security price change exposure and will consider
hedging significant security price change exposure should
the need arise.

Credit risk

The Group’s maximum exposure to credit risk in the event of
the counterparties’ failure to perform their obligations as at
31 December 2006 in relation to each class of recognised
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. In order to minimise
the credit risk, management of the Group has delegated a
team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount of each
individual trade debt at each balance sheet date to ensure
that adequate impairment losses are made for irrecoverable
amounts. In this regard, the directors of the Company
consider that the Group’s credit risk is reduced.
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6. FINANCIAL INSTRUMENTS (continvea)

ba.

6b.

Financial risk management objectives and policies
[continued]

Market risk (continued)

Credit risk (continued)]

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

The Group has no significant concentration of credit risk,
with exposure spread over a number of counterparties and
customers.

Liquidity risk

The Group had net current liabilities of RMB97,540,000 as
at 31 December 2006. Therefore the Group is exposed to
liquidity risk. Management manages this exposure by
obtaining sufficient long-term banking facilities and
renewing existing bank borrowings [see note 2J.

Fair value
The fair value of financial assets and financial liabilities are
determined as follows:

o the fair value of financial assets and financial liabilities
with standard terms and conditions and traded on active
liquid markets are determined with reference to quoted
market bid prices; and

e the fair value of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash flow
analysis using prices from observable current market
transactions;

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the financial statements approximate to their fair values.
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REVENUE AND OTHER INCOME 7.
Revenue represents the amounts received and receivable for
goods sold by the Group to outside customers, net of discounts

and sales related taxes, during the year.

AEEN RS RETRADTIT

An analysis of the Group’'s revenue and other income are as

follows:
2006 2003
TEERE ZTTREF
RMB’000 RMB’'000
AR¥T T AREFT
Revenue Wz
Sales of controller systems for HEHEERNEFAm
consumer electrical and electronic B HIEE R A K E
appliances and income from sales NEIBEREBA
of small electrical appliances 17,192 55,622
Sales of controller systems for mobile  $H&RBIE FIEHIZR R 5
phones and income from sales NAHE R ENE F
and assembly of mobile phones AU A 300,082 390,560
317,274 446,182
Other income HE KA
Processing fee income IMITEUYA 2,850 27,442
Bank interest income RITHBMA 1,845 660
Subsidy income R 1,959 473
Sales of scrap materials SHERER 1,571 =
Government grants received BERRABRANE Y
recognised as income BB & 657 856
Others HE 1,167 865
10,049

30,296
=/

BUSINESS AND GEOGRAPHICAL SEGMENTS

(a) Business segments

For management purposes, the Group is currently organised
into two operating divisions, namely, sales of controller
systems for consumer electrical and electronic appliances

and income from sales of small electrical appliances, and

sales of controller systems for mobile phones and income
from sales and assembly of mobile phones. These divisions
are the basis on which the Group reports its primary segment

information.
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8. BUSINESS AND GEOGRAPHICAL SEGMENTS (continuea)

(a) Business segments (continued)
Segment information about these businesses is presented below:

For the year ended 31 December 2006
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( Sales of \
controller systems Sales of
for consumer controller systems
electrical and for mobile phones
electronic appliances and income
and income from from sales
sales of small and assembly
electrical appliances of mobile phones
HEHEERER HERDER
BT AmmEsz BEHSEARR
ZEUARHEE HERLR Unallocated Consolidated
PHEENEA  RBEFNKA KB &E
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARETR AR¥TR
Revenue 1§ 17,192 300,082 317,274
Segment results AREE (3,594) 11,938 8,344
Unallocated revenue AW 5,015
Unallocated corporate expenses APBERERR (22,867)
Finance costs BEKA (17,638)
Loss before tax BRELRTE 1B (27,146)
Income tax credit FGHES 3,901
Loss for the year FREE (23,245)
At 31 December 2006 RZZERF+-A=+-H
BALANCE SHEET EEARR
ASSETS EE
Consolidated total assets RABERE 59,935 405,681 329,612 795,228
LIABILITIES af
Consolidated total liabilities GEAREE 18,898 129,508 459,282 607,688
OTHER INFORMATION HeER
Capital additions EARKEM 5,433 20,477 14,058 39,968
Depreciation nE 2,021 10,266 1,998 14,285
Amortisation of prepaid lease BHERAEER
payments 20 353 106 479
Impairment loss on amounts R gt X )
due from associates FERERSE - - 4,012 4,012
Impairment loss on amounts fEUU L B R FOR
due from minority shareholders RIEEE - 792 - 792
Impairment loss on goodwill AU B A
arising from acquisition of MELNHE
a subsidiary RIEEE - 103 - 103
Impairment loss on property, EN)E
plant and equipment HEEE - 106 - 106
Impairment loss on trade receivables, EWEZFER EEREE
deposits and other receivables FEMER SRR 725 13,513 154 14,392
Loss on disposal of property, HENE BE R
plant and equipment REBRNER - 10 48 58
HAFE 1,150 3,405 -

\ Write-down of inventories

4,555
4




8. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

(a)

Business segments (continued) (a)
For the year ended 31 December 2005
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for the year ended 31 December 2006

BE—TENF+_A=+—HIFE

8. X¥BRMWEDI @
¥ ()
BE_ZZLF+-A=1+—HILLEE

Sales of
controller systems Sales of
for consumer controller systems
electrical and for mobile phones

\

electronic appliances and income
and income from from sales
sales of small and assembly
electrical appliances of mobile phones
HEHEERR HERBER
BT AmMEHS BHBERAR
RELREE HERER Unallocated Consolidated
PHERHKA  RHEFHKA OB E)
RMB'000 RMB’000 RMB'000 RMB'000
ARBTT NS ARETFT ARBTT
Revenue U &% 55,622 390,560 446,182
Segment results DHEE 2,909 46,636 49,545
Unallocated revenue AR R 2,262
Unallocated corporate expenses AABEERX (24,810)
Finance costs REBKA (10,786)
Share of results of associates BB E R REE (128)
Profit before tax FR AT & A 16,083
Income tax expense FEHREX (12,032]
Profit for the year ERA 4,051
At 31 December 2005 R-BBRF+-A=t-H
BALANCE SHEET EERER
ASSETS BE
Consolidated total assets HeBESA 104,789 390,274 196,337 691,400
LIABILITIES af
Consolidated total liabilities BeAaRER 10,063 235,128 235,694 480,885
OTHER INFORMATION HeEH
Capital additions B 35,548 37,115 41,855 114,518
Depreciation & 1,473 11,884 718 14,075
Amortisation of prepaid lease BHERNEER
payments 24 196 95 315
Impairment loss on amounts JEYCH & 2 R R
due from associates RIEEE - - 1,374 1,374
Impairment loss on amounts YD ER R A
due from minority shareholders REEE - 237 - 237
Impairment loss on goodwill Rl iR = Nl
arising from acquisition MEENHE
of associates WEER - - 259 259
Impairment loss on goodwill Rk 2 5
arising from acquisition MEENHE
of subsidiaries WEER 186 2,991 3177
Impairment loss on trade receivables, ENZSHER EERET
deposits and other receivables WA EEE 1,061 - 2,426 3,487
Loss on disposal of property, HENE BE R
plantand equipment REBHER 40 3 43
Write-down of inventories WREE 5,095 - - 5,095
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for the year ended 31 December 2006
BE_ZTENF+ _A=+—HILFE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS (continved) 8. R IBE 2 JB o0
(b) Geographical segments (b) HEDF
The Group's sales of controller systems for consumer AEFEHEHREERNEFAMUK
electrical and electronic appliances and controller systems MENEEEOIEGI R R ARBEE N
for mobile phones and income from sales of small electrical BB MHE BRI EAEMSIR
appliances and sales and assembly of mobile phones are INHNEETYNE
located in the PRC and Hong Kong.
The following table provides an analysis of the Group’s TREFIAEE IR R TI5E 5 HK
revenue by geographical market, irrespective of the origin B[O (TR E f SR H R M) ©
of the goods or services.
4 2006 2005\
ZBERE —ZETRF
RMB’000 RMB’'000
ARBT T AREBFT
The PRC, excluding Hong Kong R T EESE 183,536 253,489
Hong Kong &5 131,526 172,825
Taiwan = - 18,484
Others HEE 2,212 1,384
\ 317,274 446,182)
An analysis of the carrying amount of segment assets, and AR EEENRYE BEM&E
additions to property, plant and equipment, by geographical AETBUNPE QLW EILZEE
area in which the assets are located has not been presented FTER 25| B FEEEmEMN DT
as they are substantially located in the PRC.
9. FINANCE COSTS 9. BERX

(

2006 2005\
—EEXRE —TTREF
RMB’000 RMB’'000
ARBT T AREBFT
Interest on bank and other borrowings ZBRAFAZHEERIRTT
REEEENTL 17,638

\ wholly repayable within five years

10,786
—/




10. (LOSS) PROFIT BEFORE TAX
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

10. BRBiAT (B 1R) B F

(

\_

2006 2005\
—EEAF “TTHF
RMB'000 RMB'000

ARBTFT ARBTT

(Loss) profit before tax has been BRELAT (E518) & A

arrived at after charging: 20k
Staff costs, including directors’ BIRAKN(BREES

remuneration (note12(a)): <) (FFaE12(a)) -

- Salaries, wages and other benefits — & TERETCET 26,027 21,858

- Retirement benefit scheme —iRIKEFETE

contributions R 650 972

Total staff costs @8 TR 26,677 22,830

Depreciation of property, plant

and equipment e 14,285 14,075
Amortisation of prepaid lease payments BETANAER 941 757
Less: Amount capitalised in buildings BT EREEFTAR

under construction pfEaEc] (462) (442)
Total depreciation and amortisation WrE R EEE 14,764 14,390
Auditor’s remuneration G 1,364 1,366
Cost of inventories recognised as ERRSAXNEFE

an expense PR 252,955 382,869
Impairment loss on amounts due JRE Wi HgE 8 X B SRR

from associates REEE 4,012 1,374
Impairment loss on amounts due PN SRR R HRIE

from minority shareholders RIEEE 792 237
Impairment loss on goodwill arising A s S Bt 5 8 R T EEAE A

from acquisition of associates EE R EEE - 259
Impairment loss on goodwill arising E BB AR MmEER

from acquisition of subsidiaries EER AR 103 3,177
Impairment loss on property, plant ENE S

and equipment BB 18 106 -
Impairment loss on trade receivables, B SR e RATE

deposits and other receivables FEM AR OB E &R 14,392 3,487
Loss on disposal of property, plant HEYEE - WS REE

and equipment HE R 58 43
Net foreign exchange losses SN BT 8% 58 1,807 43
Research and development costs 3T M F B A AR 7,008 2,269

Write-down of inventories included
in cost of sales

WRFE FTAHE

DN 4,555 5,095j
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

(

11. TAXATION 1. Bi1E
2006 20@
—eExE  —TTIEF
RMB’000 RMB’'000
AR¥T AREBFT
The income tax [credit) expense Fris®i (%) M
comprises: BIE:
Current tax BREAREIE
- PRC income tax — B ATE R 1,322 14,604
~ (Over)under-provision in prior years —BEFE B TREH (1) 195
1,321 14,799
Deferred tax (note 20) RIERIE (FH5E20) (5,222) (2,767)
(3,901)

12,032
—/

No provision for Hong Kong Profits Tax has been made as the
Group incurred a tax loss in Hong Kong for both years.

PRC income tax is calculated at 33% of the estimated taxable
profit in accordance with the income tax law in the PRC for both
years. A subsidiary operating in the PRC is entitled to a tax
exemption for two years commencing from its first profit-making
year followed by a 50% reduction in the PRC income tax for three
years. The PRC income tax for this subsidiary was 50% exempted
in both years.

The income tax (credit] expense for the year can be reconciled to
the (loss) profit before tax per the income statement as follows:

HAAREER ZMEFESERBELER
TRIEIR - S AR R BB R SR

TEASHRIRETBEASEHERZMRE
FER M EHERTOR N AT E33%E o —
KO B L R MT B A R & RN FE
FEETMF A BB MER=FmF
PRAS TR AT R F - X P B A BRI sz M B4R
[EHE0%A B PSR e ©

FAMRGH (ER) FX B RAIIRB
A (B 18) MM R B ERIN T :

\ Tax effect of tax losses not recognised

2006 200}

—EEARE —ETRF

RMB’000 RMB'000

AR T T ARETTT

(Loss) profit before tax BB AT (E318) A (27,146) 16,083

Tax at the domestic income tax rate of 33% ZBIRFTS R R33% A EAIFIE (8,958) 5,307
Tax effect of expenses not deductible for  FAF AR TRl HF X

tax purpose MR & 4,622 3,770

Tax effect of income not taxable for MR BARN
tax purpose WA B & (1,158) (6)
RERRBERNRBTE 1,181 19

J
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for the year ended 31 December 2006
BE—FTENF+_A=1—HIFE
1. BIE (&)

(

2005')

2006
ZEEARF —ETREF
RMB’000 RMB’'000
AR¥T T ARET T
Utilisation of tax losses previously B BARERD
not recognised MG ER (321) =
Tax effect of deductible temporary ANHERR AT N By = FE A
differences not recognised migRE 947 495
Income tax on concessionary rate REBEVXRFAENMER (76) (31)
Tax effect of share of results of associates FE{G B & A R EEMN TS E = 43
Recognition of deductible temporary RBERER AR LR ZR
differences previously not recognised - (677)
Effect of different tax rates of EF AT AR S ERN
subsidiaries operating in different Loy NGITED - 2,718
jurisdictions in the PRC (note) TR EZE (H3E)
(OverJunder-provision in prior years BEFE GBRE) Tei&E (1) 195
Others HE (137) 199
Income tax (credit] expense for the year REEPRFHR (ER) Fx (3,901) 12,032

J

Note: Enterprise income tax for certain PRC sub

based on the deemed taxable income at the applicable tax rate for the

year ended 31 December 2005.

sidiaries were calculated Wi Bz —TTERE+—_BA=+—HIt&E
B & T AR B B A AR AT S BRI AR

JEERTAUR A A BB 5 -

12. DIRECTORS’, SUPERVISORS’ AND EMPLOYEES' 12. EE -EENEEMS
EMOLUMENTS
(a) Directors’ emoluments (a) BE=@%
The emoluments paid or payable to each of the 12 (2005: 8) DN REN 28 (CEERE 88)
directors were as follows: EENBS T
( Wang Liu Chen Chen Wang Tang Ding Ku Mok \
Ya Xiao  Zheng Gong Da Pei Li Zhen Gang Wong Kin ~ Wai Man Total
2006 Qun Chun Tu  Zhengjun Jun  Zhang Ming Ming Yi Ning Shing  Derek 2006
“BERE “BERE
IFE 4%F RIt ErE REY IRE 9 EBRE  THR I2 AgE £ &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR ARMBTR ARMTR ARMTR ARMTR ARETR ARBTT ARETR ARETR ARETR AR%TR ARETR
Fees e - - - - - - - - - - - - -
Other emoluments ~ EFHf&
Salariesand other ~ F2REY
benefits =l 689 725 - 1 7 - - - - - ki 5 158
Retirement BAEH
benefit scheme HE
contributions - - - 1 1 - - - - - - - 2
Total emoluments Heas 689 725 - 12 78 - - - - - 29 52 1,585

\_
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EMOLUMENTS (continued]

for the year ended 31 December 2006
BE—FTENF+-_A=1—HIFE
12. DIRECTORS’, SUPERVISORS’ AND EMPLOYEES' 12. EE-BEERESEME &)

ISR 2ABEFE RE:  IME
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARETL ARBTT

[ Wang Liu Chen Wang Tang Ding Mok \
Ya Xiao Zheng Pei Li Zhen Gang  WaiMan Total
2005 Qun Chun Tu Zhang Ming Ming Yi Derek 2005
“EERE Sk

FH ERA TR

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETE ARETRE AREBTE ARETRE ARETR

RER gt

Fees ik - - - - - - - - -
Other emoluments HEde
Salaries and other benefits & RE v &7 325 585 - 72 - - - 53 1,035
Retirement benefit RIKREF
scheme contributions HE 35 - - - 14 = = = = 14
Total emoluments [k 325 585 = 86 = = = 53 1,049

No director waived any emoluments for years ended
31 December 2006 and 2005.

(b) Supervisors’ emoluments
The emoluments paid or payable to each of the 3 (2005: 3]

HE_ZZTFR-_ZTTRFT-A
=+ — B I FE EE EE T

\/o

(b) EEM<E

EfNREMNIE (CETRF:3R) &

supervisors were as follows: EHE ST
( Zhang Chen Wang Total\
2006 Xing Jiang Qian Ying 2006
—EEAREF —EERF
RS [CF 3 E3 -] et
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR¥BTT AR¥BTRT AR¥T:R
Salaries and other benefits #F& REE@F| - - 22 22
Retirement benefit scheme RAREFIFTEI 7
contributions - - 2 2
- 24

K Total emoluments & 4258 —
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for the year ended 31 December 2006
BE_ZTENF+ _A=+—HIULFE

(

12. DIRECTORS’, SUPERVISORS’ AND EMPLOYEES' 12. EE -EEREEME &)
EMOLUMENTS [continued)

Zhang Chen Wang Tota“

2005 Xing Jiang Qian Ying 2005

—ETRF —TEERF

o )T PR =t T8 Bt

RMB'000 RMB’'000 RMB’'000 RMB’'000

ARETTT AREBTT ARETT ARETT

Salaries and other benefits ¥4 R EEEF - - b4 YA

Retirement benefit scheme RRIBHETEIH
contributions - - 13 13
Total emoluments <4258 - = 77 77

~/

(c]

No supervisor waived any emoluments for years ended 31

December 2006 and 2005.

Employees’ emoluments

Of the five individuals with the highest emolument in the

Group, two (2005: two) were directors of the Company whose

emoluments are included in note 12(a) above. The

emoluments of the remaining three (2005: three] individuals

were as follows:

BE_TT \FR-FTAFT-A
=+ — AL B TR AT A A

\/o

(c) EEME

EAEERERSHALTH MG (=
STHE MA) ARARIES  HB
SEHN EXMFE126) c 8 =% (=
TERF:=F) ATHBENT:

2005')

2006
—EEXRE —TEERF
RMB’000 RMB'000
AR¥T AREEFIT
Salaries and other benefits FERHEBER 858 431
Retirement benefit scheme RIREFIET B

contributions 14 15
872 646

Their emoluments were within the following band: B & BT -

Number of employees \

REAH
2006 2005
—$%AF  —TTIF

Nil to HK$1,000,000

T Z5%1,000,0007T

- =/
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for the year ended 31 December 2006
BE_ZTENF+ _A=+—HILFE

13. DIVIDENDS 13. BRE
( 2006 20@
—EERE ZTTREF
RMB’000 RMB’'000
ARBT T AREBFT
Dividends recognised as distributions FABRB/DIK
during the year Z R
2004 final dividend paid - RMB1.2 cent BN ZZTNERARKRE
per share —BRARK1.2D - 6,000
2005 interim dividend paid - RMB0.7 cent BN =TT AFHHRKE
per share —BRARKTS - 3,500
. —__oy
The directors do not recommend the payment of a dividend for EEUTE#RBEE_STF+=A=

the year ended 31 December 2006.

14. (LOSS) EARNINGS PER SHARE

The calculation of the basic (loss] earnings per share is based on
the (loss) profit for the year attributable to equity holders of the
Company of RMB21,087,000 (2005: profit RMB7,241,000) and
500,000,000 shares (2005: 500,000,000 shares) in issue during the

year.

14

T—AEFERMNRE-

. Bk (FH) BF
BRER (BEB) B REFARA AR
BRAEAEWG (BE) SMARE
21,087,000 c (ZEZERF mAMAR
#7.241,0007m) RERNBEEITERMG
500,000,0000% (ZZZ R4 :500,000,000
iR) FHE-



15. PROPERTY, PLANT AND EQUIPMENT
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

15. ¥ -BERRE

4 Buildings )
Leasehold Computer under
Buildings  improve-  Plantand  and office Motor construction
in the PRC ment  machinery equipment vehicles in the PRC Total
HEN* HE
HEET %6 BERHE BOERE RE EEEF Azt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETT ARETT ARETT ARETT
COST 7%
At 1 January 2005 RZZZRE-A—A 23,673 = 106,465 3,967 4,434 1,759 140,298
Additions WE 197 = 1,439 1,464 42?2 109,242 114,518
Disposals HE - - - (131) - - (131)
At31 December 2005and  R=ZZTA%+=A
1 January 2006 =T-BRZZERE
—A—A 25,644 - 107,904 5,280 4,856 111,001 254,685
Additions NE - 29 2,042 1,148 b 36,705 39,968
Acquired on acquisition of  RUEMB AR
a subsidiary BREA - - - 106 - - 106
Disposals HE = = - (44) (155) = (199)
At 31 December 2006 RZBZXE
+ZA=+-H 25,644 29 109,946 6,490 4,745 147,706 294,560
DEPRECIATION, & BHRAE
AMORTISATION AND
IMPAIRMENT
At 1 January 2005 RZZEZTHE-A—H 2,415 - 18,616 1,137 1,189 - 23,357
Provided for the year KEERE 916 - 10,257 2,352 550 - 14,075
Eliminated on disposals ~ H&EH# = = = (52) = = (52)
At 31 December 2005and R=FTHF+=A
1 January 2006 =T-BRZTERF
—R—A 3,331 - 28,873 3,437 1,739 - 37,380
Provided for the year KEERE 1,139 6 11173 1,416 551 - 14,285
Impairment loss N R
recognised in the WA ERE
consolidated income
statement - - - 106 - - 106
Eliminated on disposals  {H&EHH# - - - (13) (75) - (88)
At 31 December 2006 RZZ2RE
+ZB=1- 4,470 6 40,046 4,946 2,215 - 51,683
CARRYING VALUES EREE
At 31 December 2006 :ggﬂﬁ
+ZA=+-H 21,174 23 69,900 1,544 2,530 147,706 242,877
At 31 December 2005 RZZZRE+A
Sr=E 22,313 - 79,031 1,843 317 111,001

217,305
~/
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1ib:

PROPERTY, PLANT AND EQUIPMENT (continued)
The above items of property, plant and equipment are depreciated
on a straight-line basis, at the following rates per annum:

3.33% - 10%
Leasehold improvement 20%
Plant and machinery 10% - 20%
Computer and office equipment 20%
Motor vehicles 20%

Buildings

During the year, the directors conducted a review of the computer
and office equipment of a subsidiary that has become inactive
during the year and determined that the assets were fully
impaired, due to physical damage and technical obsolescence.
Accordingly, an impairment loss of RMB106,000 has been
recognised in respect of computer and office equipment for the
year ended 31 December 2006.

During the year, the directors also conducted a review of the
property, plant and equipment of subsidiaries in the segment of
controller systems for consumer electrical and electronic
appliances. No impairment loss was identified as at 31 December
2006.

for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

15. ¥ -BERRE &)

it B RN E SR TR
HEHE:

EgF 3.33%=10%
HEMERE 20%
[ R A% 10%%=20%
B MIR AR R 20%
RE 20%

FN EERE—RUEEITEGWE AR

VB RN ERAMBEITR T WeR B M
BRRIMEERBRREGERmEEE
ERE-E BE—TTF+_A=+
—AEFEREMERAZREERRE
B8 AR % 106,0007T

FRN EFURMBRARNYE BENME
BHBEERNMNETHMAEHSEERR
FEETRN R _TERFT -_H=1—
B 3 BRI E DR EE R

16. PREPAID LEASE PAYMENTS 16. ENHEENKE
2006 20@
ZEERE “TTREF
RMB’000 RMB'000
ARBT T ARKETT
The Group’s prepaid lease payments AEEWFENBEERBEERE:
comprise:
Medium-term leasehold land in the PRC ~ HEIFHHEE Lib 38,223 39,164
Analysed for reporting purposes as: RERMETHIDNT:
Non-current asset IEMBNE E 37,282 38,223
Current asset mEBEE 941 941
38,223 39,164)
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for the year ended 31 December 2006
BE-SEAF+-A=+ BALER
17. GOODWILL 17. B&
RMB'UUB
AREBTFT
cosT R
At 1 January 2005 R-ZEZRF—H—H 4,770
Elimination of accumulated amortisation RABBMBREERIEIR
upon the application of HKFRS 3 i 84 22 1 8 £ (1,455)
At 31 December 2005 and RZEERF+_A=+—HEK
1 January 2006 —EERF—-A—H 3,315
Arising on acquisition of a subsidiary IR M B B /B8 2 1 1 2 103
At 31 December 2006 R-ZEBEZEAFE+-HA=+—H 3,418
AMORTISATION ey
At 1 January 2005 RZETRE—A—H 1,455
Elimination of accumulated amortisation RABBMBREERIEIR
upon the application of HKFRS 3 i 84 22 51 8 £ (1,455)
At 31 December 2005 and at RZEERF+_A=+—HEK
31 December 2006 —ETRF+H=+—H -
IMPAIRMENT A
At 1 January 2005 RZEETRF—A—H 138
Impairment loss recognised for the year FAEHERREER 3,177
At 31 December 2005 and at 1 January 2006 HR-ZZTAF+_A=+—HK 3,315
—eErE— A6
Impairment loss recognised for the year FAEHERREERE 103
At 31 December 2006 R-ZEBEZEAFE+-HA=+—H 3,418
CARRYING VALUE BREE
At 31 December 2006 R-ZENFE+=-H=+—H _
At 31 December 2005 R-ZEZERFE+_A=+T—H —/
Particulars regarding impairment testing on goodwill are PR ERRFHIEE M 18

disclosed in note 18.
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18.

IMPAIRMENT TESTING ON GOODWILL

For the purposes of impairment testing, the goodwill arising on
acquisition of a subsidiary in 2006 as set out in note 17 has been
allocated to one individual cash generating unit (the "CGU"],
representing a subsidiary engaged in the design and research
and development of mobile phones. The cost of goodwill as at
31 December 2006 allocated to this CGU is as follows:

for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE
18. BB R ERTE

BRERAIN S M 7TFRER T RE
RYEMNERARMEENEEE S RE—
BEEREEEEN (ReELEN
—RUERDEARTEAENORBER
AR ZTEARF+_A=F+—ANEEE%

REEEEMHEHBERANT:

~

RMB'OOO\

ARBFT
Design and research and development of BN E FE R AT MR
mobile phones - Shenzhen Denuo — Ay R
Technology Co. Ltd. ("Denuo”) BRAF ([1EF]) 103

19.

The Group recognised an impairment loss of RMB103,000 in
relation to goodwill arising on acquisition of Denuo, of which basis
is as follows:

The recoverable amount of Denuo has been determined based
on a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by management
covering a 5-year period, and discount rate of 14.46%. Cash flow
projections during the budget period for the CGU are based on
expected gross margins and expected expenditures during the
budget period. The unamortised goodwill allocated to Denuo has
been fully impaired and recognised in profit and loss for the year.

INTERESTS IN ASSOCIATES

AER B B A B R v A A T E AR Y PR R R
BB ETE AR #103,0007T B BEREMNT -

RN E S BIRE BEE EAER] -
ZAtEAERAE R B ENSF M IEE
NERIR TN 4. 46% REENR ©RETER -
ReELBUNBERANR S RERR
DREBERANFEREMNE REMRT
AE-DEEERBANREEREREH
BE LEAFEN R HER

19. REFE QRS

20@

2006
ZEEXRE “ETREF
RMB’000 RMB’'000
AR¥T AREBFT
Cost of investment in unlisted associates  JE_ETHEEE D B E KA 420 420
Less: Accumulated impairment : 2FHRE (259) (259]
161 161
Share of post-acquisition losses FEAE Ui 12 R (161) (161)

~/
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BE—TEANF+_A=+—HIFE

19. REEE QRIS (2)
REZBTAE+-A=+—R A£E#E

19. INTERESTS IN ASSOCIATES (continued)
At 31 December 2006, the Group had interests in the following

associates: B E R B AR
Place of
incorporation/ Attributable
Class of registration equity interest
Name shares held and operation of the Group Principal activities
MBS,
£ e IR 42 38 5 AR B, B RE TEXRK
Shenzhen Ossay Technology Contributed PRC 30% Research and development
Company Limited ("Ossay”] capital H of controller systems for
R RERMEARAA BRRA audio and video products
(TRE]) B EEmTEETIRRL
ik
Yidong-Sola Technology Ordinary Hong Kong 50% Trading of telecommunications
Limited ("Sola”) TR ; products
Iz REERBHR AR A E EAEMER
([e2X])

Included in the cost of investment in unlisted associates is fully
impaired goodwill arising from acquisition of associates in prior
years. The movements of goodwill are set out below:

Y B =

SBYHHR T

FLETHERRREXNABRTEEBEFE
AlMEEMNZ2EBERE B2

RMB'OOON

AREEFIT
cosT B
At 1 January 2005 RZEERF—A—H 265
Elimination of accumulated amortisation RABBY SRS ER 357
upon the application of HKFRS 3 i 84 22 1 8 £ (6]
At 31 December 2005 and 31 December 2006 R-ZEZHE+-_F=+—H
R-ERAF+-A=+—H 259
AMORTISATION ey
At 1 January 2005 RZZEZERF—A—H 6
Elimination of accumulated amortisation KABBY B EERE35%
upon the application of HKFRS 3 i 8 2R 51 6 (6)
At 31 December 2005 and 31 December 2006 R-ZEZRF+_-_A=1+—HK
—TEXNEFE+-_A=+—H -
IMPAIRMENT A
At 1 January 2005 RZZZERF—A—H -
Impairment loss recognised for the year FAEBRBERE 259
At 31 December 2005 and 31 December 2006 R-ZEZRF+_-_A=1+—HK
—EEXRFt+-_A=+—H 259
CARRYING VALUE BREE
At 31 December 2006 R-BERF+-H=+—H -
At 31 December 2005 R_ZBERF+-_A=+—AH -
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19. INTERESTS IN ASSOCIATES (continued)

The summarised financial information in respect of the Group's

associates is set out below:

19.

for the year ended 31 December 2006
BE_ZTENF+ _A=+—HIUFE
— e .
REtE QB (8)
BRAREER S AR NI BERER N T :

(

2006 2003
—2TAE  —FTRF
RMB’000 RMB'000

AR¥T T ARETT

Total assets BEME 1,030 5,230
Total liabilities B BB (1,374) (5,611)
Net liabilities BEFH (344) (381)
Group’s share of net assets of NS 3o N

associates BEFE = =
Revenue g 1,219 97,100
Profit (loss) for the year FRmF (Ei8) 42 (661)
Group’s share of losses of associates REE FE(REEE A A

for the year FREE - (128)

—/

The Group has discontinued recognition of its share of losses of
both associates as it has no obligation to share post-acquisition

losses in excess of its investment costs. The amount of

unrecognised share of losses of associates, extracted from the

relevant management accounts of both associates for the year,

cumulatively, is as follows:

F A N £2 (B X 4 A AR R Y L IR B AR
2R EE 2 B R A BRI EHERIENL
Z MRS N T E 1R - Fi R B F AR A
ENREERA A REREGHEQFE
BT

\_

ZO(B

2006
—e¥xE  —TEIF
RMB’000 RMB’'000
ARBFT AREBFT
Unrecognised share of losses of REERIE(G IS N A1
associates = 120
Accumulated unrecognised share of R RER B E
losses of associates NRIEE 99

=/
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

20. DEFERRED TAX ASSETS 20. FEEBKEE
The following are the major deferred tax assets recognised and NTRAEREMBEFENDEREZIR
movements thereon during the current and prior years: RSB E R ABREE E) -

( Impairment \

loss on trade
receivables,
deposits
and other
receivables
Accelerated FEWES Write-down

accounting BEFEER of
depreciation HEEWERF inventories Others Total
MEETHE REEER MEFE He st

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBETT ARBTT ARBTT AR%®TT ARETR

At 1 January 2005 R-ZTHF—A—H - - - (553) (553)
(Credit) charge to BEAMER (AR) 5%

income statement

for the year (571) (1,324) (1,121) 249 (2,767)
At 31 December 2005 RZZZERFE+-A=+—H

and 1 January 2006 R=FL E—-R—H (571) (1,324) (1,121) (304) (3,320
Charge [credit) to BEAMER (AR) 0%

income statement

for the year 454 (3,972) (73] (1,631) (5,222)

\ At 31 December 2006 R=BERE+=A=t—-H (117) (5,296) (1,194) (1,935) (8,542)

As at the balance sheet date, the Group has unprovided deferred REER AEBEERERATBERES
tax assets due to the unpredictability of the future profit streams B B 1255 A 2R A R BIEE RSB E
arising from tax losses amounting to approximately RMB3,797,000 HARME3 797,000 (ZETREF: ARK
(2005: RMB1,190,000). All tax losses may be carried forward 1,190,0007T) < R BE RIS 18 P EIR 4585
indefinitely.
As at the balance sheet date, the Group has deductible temporary REER AEENTTNRESEELSAR
differences of RMB5,565,000 (2005: RMB2,696,000). No deferred ¥5,565, 000 (ZETREF: AR
tax asset has been recognised in relation to such deductible 2,696,0007T) ° PN AT e Eh A AT H1 B0 B
temporary differences as it is not probable that taxable profit will ZRRIR AN SR A AR I S 22 AT HI B
be available against which the deductible temporary differences BN EHEERREH G EE-

can be utilised.
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21. INVENTORIES

21. 7€

for the year ended 31 December 2006

BE_ZFEXFT_A=1T—HILFE

[

20@

2006
—EERF —EERF
RMB’000 RMB'000
AR® T AREEFIT
Raw materials ER 68,377 56,021
Work in progress EEm 14,687 15,114
Finished goods B 33,760 11,795
116,824 82,930

—/

22.

23.

LOAN RECEIVABLE

The amount is unsecured, non-interest bearing and repayable on

demand.

TRADE AND BILLS RECEIVABLES

22. EIRE K

AZEFEREEIR RS AARERER

23. BRE ZRARRE

ZO(B

2006
—ZERF —ZTTRHF
RMB’000 RMB'000
AR® T AREEFIT
Trade and bills receivables JEWE SRR R ZE 112,044 165,530
Less:accumulated impairment losses J8 REHREEE (12,712) (7,333)
99,332 158,197

~/

The Group allows an average credit period of 60 to 180 day to its
trade customers. An aged analysis of the trade and bills
receivables as at the balance sheet date, based on payment due

date, and net of impairment losses, is as follows:

AEBATHESRFHEEHEENT
60E180H A& HE BIZEIEN KB EI DM
A E ZERRER (BHRFRERBRE) K
BT
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TRADE AND BILLS RECEIVABLES (continued)
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for the year ended 31 December 2006
BE_ZTENF+ _A=+—HILFE

23. EWBZRIAREE (@)

2005\

2006
—BBAREF —ZEERF
RMB’'000 RMB'000
ARBT T AREFT
0 to 90 days 0£90H 45,535 91,640
91 to 180 days 912180H 2,864 15,809
181 to 365 days 181&365H 12,288 49,770
Over 365 days iBm365H 38,645 978
99,332 158,197

24,

Trade receivables of approximately RMB62,000 (2005: nil) are
denominated in US dollars, which is different from the functional
currency of the relevant group entity.

AMOUNTS DUE FROM A SHAREHOLDER

EUWE ZERFHARESL2,000T (ZEF
1:F) HUAELAE BRREBREEE

BZEER-

24. FEURRR RFRIE

2005')

2006
ZEEXRF —TERF
RMB’'000 RMB’000
ARET T AREFIT
Amount due from FEWRIE
China Ruilian Holding Corp. A B B S A
(“China Ruilian”) BRAR ([ HmH]) 7,819 7,798
Amount due to FEEWRIE
China Ruilian FF B B B - (4,330)

~/

25.

The amounts are unsecured, non-interest bearing and repayable
on demand.

AMOUNTS DUE FROM MINORITY SHAREHOLDERS

The amounts are unsecured, non-interest bearing and repayable
on demand.

Included in the amounts due from minority shareholders as at
31 December 2006 is accumulated impairment loss of
RMB1,029,000 (2005: RMB237,000).

BRAFAREERR 28 AARERER-

25. R BRI

BRFRRERR 25 AARERER-

R-ZBEXE+-_A=1+—8 WL HR
RABEEZFRERBAR1,029,000
T (ZEZERF: AR¥237,0007T) ©
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26.

27.

AMOUNTS DUE FROM ASSOCIATES
The amounts are unsecured, non-interest bearing and repayable
on demand.

Included in the amounts due from associates as at 31 December
2006 is accumulated impairment loss of RMB5,386,000 (2005:
RMB1,374,000).

AMOUNTS DUE FROM DIRECTORS

Amounts with directors disclosed pursuant to section 161B of
the Hong Kong Companies Ordinance are as follows:

26.

27.

for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE
e =%k
FE W Bk A B RTR

ZFAREERR 28 BARERER-

RIZETXRE+-_A=+—80 EUHLA
AIFERERFTRERE ARYS5,386,000
TT(ZZEZTRF: ARE1 374,0007T) ©
EREEFIE

RIBBERRMEDIZE61B 5RBKEE B
() EEFRAMT

and Maximum

Balance at 1.1.2006 amount
31.12.2006 —ZEZhHF outstanding
R=ZZBBXRF +ZA=+—H duringtheyear
+=A=+—H R-ZEXREF FRES
ZAEeR —H—H KEBELHE
RMB’000 RMB’000 RMB’000

AR¥T T AR¥T T AR¥TR

31.12.2005 \

Amounts due from FEWE

Mr. Wang Ya Qun FhEEE 961 73 961

Mr. Wang Pei Zhang EMESLE - 6 6

Mr. Liu Xiao Chun 2EHE 551 10 551
1,512 89

Amount due to FEWE

Mr. Wang Ya Qun TRk E - (48)

_/

The amounts are unsecured, non-interest bearing and repayable
on demand.

BRAFAREERR 28 AARERER-
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

28. AMOUNTS DUE FROM RELATED COMPANIES 28. EWREE QN TRIE
( Name of related company 2006 20@
BEATEHE et 1 P —ETRHE
RMB’000 RMB'000

ARBTFT ARBTT

L RIERFEREAREED A

("lZ R A EE") 341 304
Fine Best Technology Limited
("Fine Best”] 37 39
\ = —
(a] Mr.Wang Ya Qun, a director of the Company, is also a director a) ARREZRITAHEEMABICRFE
of Uz B AIZE. WES.
The amount due from UZERFZE is unsecured, non-interest FEMZ R M ZERIESEER 25 B
bearing and is repayable on demand. RREZENRMER-
(b) Messrs. Wang Ya Qun and Liu Xiao Chun, directors of the (b) ARAEFETRAEREBERLE
Company, are also directors and owners of Fine Best. ThAsFine BesttE ERIER A
The amount due from Fine Best is unsecured, non-interest FEMFine BestFHE REEA 25 B
bearing and is repayable on demand. AEERER-
29. HELD-FOR-TRADING INVESTMENTS 29. BEEERE
The amount represents an equity-linked deposit accounted for ZEFIBRRATEFABZOEMEE
as financial asset at fair value through profit or loss, which carries ABRSREEFR BiRE T8 Em
variable interest that is linked to the market value of certain equity BAZFHFMEREN ARG E RZE
securities listed overseas and with maturity date on 12 January ThE—-HA+ZR2IH-

2009.



76 Ningbo Yidong Electronic Company Limited Annual Report 2006
000000 EE00000000000000000000000000000°

Notes to the Consolidated Financial Statements

e PR R M

for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

30. PLEDGED BANK DEPOSITS AND BANK BALANCES ~ 30. EE#RITIFRRRIT4E R
Pledged bank deposits represent deposits pledged to banks to BHERRITERIEER T RITNFER AE
secure short-term banking facilities granted to the Group and RS EPTER BIRTTEERER Sk
are therefore classified as current assets. The pledged deposits EmB A E BB IFFRIREENENF
carry interest at fixed rates ranging from 2.25% to 3% (2005: 2.07% 225EEIE(ZTTRF:2.07EEIE) &
to 3%) per annum and will be released upon the settlement of B W NERE BRI TEE R AR
relevant bank borrowings.

Bank balances carry interest at variable rates ranging from 0.72% BITEBRAIZN T0.72BE2 5B (ZZEF
to 2.5% (2005: 0.65% to 2.5%) per annum. FE:0.65EE25E) 5t B

31. TRADE AND BILLS PAYABLES 3. ENESZRARERE
An aged analysis of the trade and bills payables as at the balance REZBZRIBNFRAE S OENE SR
sheet date, based on payment due date, is as follows: BREBRROWOT:

2006 ZU(B
ZEERE ZTTRF
RMB’000 RMB’'000
ARBT T AREBFT
0 to 90 days 0Z290H 207,967 139,842
91 to 180 days 91£2180H 1,767 43,372
181 to 365 days 1812365H 6,222 6,417
Over 365 days HBiE365H 13,204 27,707
229,160 217,338
Trade and bills payables of approximately RMB34,622,000 (2005: FER B SRR R BB ARES34,622,0007T
RMB21,071,000) are denominated in US dollars, which is different —“ETRF: ARK21,071,0007T) JHAE
from the functional currency of the relevant group entity. THE BRINEEEE TR 2 Ihie ko
32. BANK BORROWINGS 32. $RTEE
( 2006 2005\
ZEBEARE —ZETRF
RMB’000 RMB’000
ARBTT ARBFT
Bank borrowings RITER
- secured —BEA 85,874 59,510
- unsecured — AR 205,696 111,250
291,570 170,760

~/

Bank borrowings of approximately RMB285,900,000 (2005:
RMB170,800,000) bear interest at fixed rates ranging from 4.05%
to 7.61% (2005: 4.65% to 7.25%) per annum and the remaining
(2005: Nil] bears interest at 0.5% per annum over the US Prime
Rate. The amounts are repayable within one year and are therefore
classified as current liabilities.

BE K ARE285,900,0007T (—EERHEF:
AR¥170,800,0007T) 2 SRITIEEREE
MENTLOBERTHE(ZEERE 4.65
EE725E) B #E(ZETERF:T)
REBEEEMNENFEBOSEFH - ZER
BER—FEREE woEATBARE.
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for the year ended 31 December 2006
BE_ZTENF+ _A=+—HIUFE

32. BANK BORROWINGS (continued) 32. RITEE @
The Group’s borrowings that are denominated in currency other REENEREEERBIHEEEMINE
than the functional currency of the relevant group entities are set HEENEEDT
out below:
Denominateh
in
US dollars
UETEHE
RMB’000 equivalent
AR T REE
At 31 December 2006 RZETRE+_A=+—H 32,669
At 31 December 2005 RZEZTRF+-_A=+—H 8,510
33. DEFERRED REVENUE 33. EIEWA
2006 2003
ZEBXRF —TTRF
RMB’'000 RMB’'000
ARBF T AREBTFT
At 1 January ®n—HA—H 7,523 7,379
Additions NE = 1,000
Transfer to consolidated income EREERelaR
statement (note 7) (B &ET) (657) (856)
At 31 December ®n+—-—A=+—H 6,866 7,523
Analysed for reporting purposes as: RERMETHIDNT:
Current liability mEaE 1,657 1,657
Non-current liability EmBAE 5,209 5,866
6,866 7,523
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33. DEFERRED REVENUE (continued)

(a)

(b)

(c)

Government grants for research project

In 2005, the Group received government grants of
RMB1,000,000, which were designated for a research project.
Upon completion of this project, verification report will be
submitted to the government for approval and the grants
will become unconditional upon approval. As the relevant
project has not yet completed at 31 December 2006 but
expected to be completed within one year, the government
grants were not recognised as income and they were
accounted for as current liabilities.

Government grants for purchase of the existing
premises and equipment for production

In 2003 and 2004, the Group received government grants of
RMB5,600,000 and RMB2,323,000, which were designated
for the cost of acquisition of the existing factory premises
and certain equipment for production respectively. The
grants were deferred and will be recognised as income on a
straight-line basis over the expected useful lives of the
related assets. During the year, the Group recognised
government grants of RMB192,000 and RMB465,000 as
income respectively for the relevant assets.

Government grants for the investment in information
technology

In 2004, the Group received a government grant of
RMB200,000. The grant was given to the Group as an
encouragement to invest in information technology. As the
condition required for such grant had been fulfilled in 2005
and no other contingencies were attached to such grant, the
amount was recognised as income in that year.

for the year ended 31 December 2006
HE-—FEAFF-A=+—AILFE

33. IEIEWIA ()

(a)

(b)

(c)

ERMEREENBFEEE
—ETRF AEEESETRERR
18 B W EAT# Bh & A R 1,000,0007T
ZIE B e AE B RBUT 2%
FBHREAMEE MAEBHSERE
BOERK BEEF - RN BRAEER
EEXRF+-_A=+—HHEKRTK &
B A — F N FERK "2 BT Bh & I 4
ERAEBA WIHERB B EARC

FRBERAYMEREERMBENK
R_ETE=FR_TTNF AEHE
BoREERAERBERERENER
ETHEERBENBRBEDEARE
5,600,000 &2 A R#2,323,0007 72 %
HHLHDEERE BAEGEERE
HEEMTEAR(FERAFEHmERARA-
FN AEEEHRIBEBEESBF
WS ARE192 000 TRARE
465,0007CHERR AUIA

FRREENNRNBA#Y S

R-ZTNFE AEEESKRFHB S
AR#200,0007T 2B & Thda T A&
EERIRE A MBI SR AR it
REBHEWIEHEER _STAFE
X+ B30 4 B A H u sk A R iR R
ERBERAFERRBIA
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for the year ended 31 December 2006

(

2 —ELENF+ZA=+—HIFE
34. SHARE CAPITAL 34. IR
Number of shares Share capita“
ROEE &N
‘000 RMB'000

TR ARBTT

Issued and fully paid:
At 1 January 2005, 31 December 2005
and 31 December 2006

BEEITRAR:

R=ZZEZTRFE—HF—H"
—EERF+-_A=+—HK

—EERF+-_A=+—H 500,000 50,000

Domestic shares (note a) NE K (Ffsta) 370,000 37,000
H shares (note b) HAZ (MI5EDb) 130,000 13,000
500,000 50,000

/

(a) Pursuant to an approval dated 4 June 2003 issued by the (a) METHEIBFEEETEZEGN_Z
China Securities Regulatory Commission, all the shares of T=FANAMEAFELMIIC ARQA]
the Company, which were issued and fully paid, being FirE B 817 R 8UE &t (BN37,000,000
37,000,000 ordinary shares with a par value of RMB1.00 each, REREEARE.007THEBR)
were sub-divided into 370,000,000 ordinary shares with a par #r404370,000, 000X B AL E A R
value of RMBO0.10 each. 0.107THY & AR

(b) On 14 November 2003, the Company commenced the trading b) RZZTZT=F+—A+WMHE KAF

of the newly issued 130,000,000 H shares of RMB0.10 each
on the GEM of the Stock Exchange, including 117,000,000 H
shares to institutional investors by way of placement and
13,000,000 H shares for subscription by members of the
public in Hong Kong under the Public Offer at the Offer Price
of HKDO0.50 (equivalent to approximately RMB0.535) per
share, for a total cash consideration of HKD65,000,000
(equivalent to approximately RMB69,550,000). Following the
issue, the share capital and capital reserve of the Company
increased by approximately HKD12,150,000 (equivalent to
approximately RMB13,000,000) and HKD52,850,000
(equivalent to approximately RMB56,550,000) respectively.

FIA A B 2 FTAI 54R B = 130,000,000
R EITEREMEAREC. 10THH
B EARE4E117,000,0000%H A
NEEFAREETFTHRBREE R
13,000,000 8% H AR AR 15 A F B8 S 42 8%
EBFRAEES0T (HWHEEAAR
#0.53570) MBEBRARATIREAME
R IR S BAEREM65,000,0007T
(HHEENRARES9,550,0007T) %
T8 A RANBRA R E RN FHED B
N4 12,150,0007T (K9HEE R A
R#13,000,0007T) K& 452,850,000
T (#9482 A AR #E56,550,0007T) ©
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35. ACQUISITION OF A SUBSIDIARY

On 1 January 2006, the Group acquired 66.7% of the issued share
capital of Denuo for a consideration of approximately RMB667,000.
The acquisition had been accounted for using the purchase
method of accounting. The amount of goodwill arising as a result
of the acquisition was approximately RMB103,000.

The fair value of the identifiable assets and liabilities of the
subsidiary acquired have no significant differences from their
respective carrying amounts. The net assets acquired in the
transactions, and the goodwill arising, are as follows:

for the year ended 31 December 2006
HE-—FEAFF-A=+—AILFE

35. WEEHIB A Al

R-BEXE—F— R AEEUREBHOA
R¥667,0007T B2 B E BT A
66.7% o WELAWE S EARR - WHBFTE
EREENAARE103,0007Te

WEHMBARNARRIEERABAFE
HERAZERAETEEAZRZ -FHERS
BB EEFE N FAEENEENT

RMB'OUB

ARETT
Net assets acquired: Fri g e & E R A -
Plant and equipment B 106
Prepayments, deposits and BRRE REREE
other receivables JFEUBRX 1,021
Bank balances and cash RITHEMRRIR S 476
Amount due to a shareholder FET IR R RUIE (558)
Amounts due to minority shareholders e D BUAR R AE 2 ;KIE (200)
845
Minority interests DB R s (281)
Goodwill (G 103
Total consideration satisfied by cash LR e XA ARE 667
Net cash outflow arising W P A VIR U HE SRR
from acquisition:
Cash consideration paid BENReRE (667)
Bank balances and cash acquired R R TR R & 476
Net outflow of cash and cash BB B AR
equivalents in respect of acquisition RekHEEFMEER
of a subsidiary D FEE (191)

The goodwill arising from the acquisition of Denuo is attributable
to the anticipated future operating synergies from the
combination.

The subsidiary had no revenue and contributed RMB1,722,000 to
the Group’s loss for the year from the date of acquisition to 31
December 2006.

R U P {0 o A AL T B A M) 7 2R B BT 3%
Batt B REENEERFRMR-

BURBRAHRE—TTRFET _A=+—
B L HAR - 3% P R R R BE AR AN B AR
W ARAKEERRSFEERARK
1,722,000z °




36. CONTINGENT LIABILITIES
At 31 December 2005, the Group had given guarantee to a bank
to secure banking facilities of RMB26,000,000 granted to an
independent third party. The banking facilities were fully utilised
by the third party at 31 December 2005. The banking facilities
had expired during the year and no guarantee had been given by
the Group as at 31 December 2006.

37. OPERATING LEASES
The Group as lessee
Minimum lease payments paid under operating leases in respect
of office premises during the year amounted to RMB840,000 (2005:
RMB562,000).

Operating lease payments represent rentals payable by the Group
for certain of its office premises. Leases are negotiated for a term
of two years.

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
which fall due as follows:

BREREFRHBRAT T FFHE 81

for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

36. RAREE
R-BERE+_A=1+—B KAEBH—
EBYE AT ERITEE AR
#£26,000,000 T [Al — REBITIR AR R
—EERE+_A=+—H %BEZIC
EHEFAZRITEE-FA ZIRITEEE
B MR =ZEEAF+_A=+—8"&
S B W EIE A ER

37. RREHEYN
AEBERERBEA
FRARBEHAESMELEHOEFNHE
e BARESL0,000T (ZETHE: AR
#562,0007T) ©

REBVESEARERETHIEYNE
ENES -BONBERRRME-

WEZE R RNEBERE T H H2 H& A7
REHREHAN AR SEHESAENT

2005 )

2006
ZEERE ZTTREF
RMB’'000 RMB’000
ARBTF T ARBFT
Within one year —F R 573 566
In the second to fifth year inclusive E_ZENF (DEERWE) 57 399
630 965

AEBERHEA

The Group as lessor

Rentalincome earned under operating leases by the Group during
the year in respect of office premises and machinery were
RMB102,000 and RMB78,000, net of negligible outgoings,
respectively. At 31 December 2006, the Group had not contracted
with tenants for any future minimum lease payments.

No rental income earned by the Group for the year ended 31
December 2005.

FRN AEERBEEAOMPAETDER
255 Bl BREVE & W A A R #5102,0007T &
AR78,0007T (FBRADEHT) - RZTE
NET_A=+—B AEEWEHRTME
BREASAERBSITEEMEL-

BE-TPRF+-AS+—ALFE &
B FEWDETELUNA-
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for the year ended 31 December 2006
BE—TEANF+_A=+—HIFE

38. CAPITAL COMMITMENTS 38. EAAEIE
( 2006 200}
ZEERE ZTTREF
RMB’000 RMB’'000
ARBT T AREBFT
Commitments in respect of acquisition WEBYIR BB &
of property, plant and equipment R A AEYE
- contracted for but not provided —BRTAEREE 39,296 49,544
- authorised but not contracted for —BEREBRETL 178 =
\ 39,474 49,519
39. PLEDGE OF ASSETS 39. EEEH

As at 31 December 2006, certain assets of the Group were pledged
to secure credit facilities granted to the Group, as follows:-

(a)

(b)

(c)

(d)

legal charges over certain of the Group's prepaid lease
payments in respect of medium-term leasehold land with
an aggregate net book value of RMB34,920,000 (2005:
RMB16,188,000);

legal charges over certain of the Group’s buildings with an
aggregate net book value of RMB21,174,000 (2005:
RMB22,313,000J;

pledge of certain bank deposits of the Group of
RMB101,479,000 (2005: RMB46,709,000); and

pledge of held-for-trading investments of the Group of
RMB505,000 (2005: Nil).

RZZBZTZREFTZA=+—HB AEEHET
JIETEEAR (ERAKEMEREENE

&

la) AEBRETEBDFEALARE
34,920,000 (ZETRHF: AR
16,188,0007T) Ay BAFR & £ b MO FE

M EEEERM:

b)) AEBRETEDFEALARYE
21,174,000 (ZEZHE: AR
22,313,0007T) W FEEE A

(c) AEEBETIRITFRARE01,479,000
T (ZEZERF:46,709,0007T) HYHK

Eiiikpd

[d AEBEFEEEREARKES505,000
TT(ZETRF ) fiR -



40. RETIREMENT BENEFIT SCHEMES

The employees of the Group’s subsidiaries which operate in the
PRC are required to participate in a central pension scheme
operated by the local municipal government. The Group is required
to make monthly contributions to the defined contribution
retirement scheme calculated at 20% of the basic salaries of the
employees, and employees are required to contribute 8% of their
basic salaries to the retirement scheme. The Group has no
obligations for further pension payments or any post retirement
benefits beyond these contributions. The retirement benefits are
paid directly from the scheme assets to the retired employees
and are calculated by reference to their monthly basic salaries at
the date of retirement and length of periods of services rendered.
The contributions are charged to the consolidated income
statement as they become payable in accordance with the rules
of the central pension scheme.

For the Group’s subsidiary in Hong Kong, it operates a defined
contribution Mandatory Provident Fund retirement benefits
scheme (the "MPF Scheme”] under the Mandatory Provident Fund
Schemes Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Contributions are made based
on percentage of the employees’ basic salaries and are charged
to the income statement as they become payable in accordance
with the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the subsidiary in an
independently administered fund. The employer contributions
from the subsidiary vest fully with the employees when contributed
into the MPF Scheme.

The total cost charged to income statement of approximately
RMB650,000 (2005: RMB972,000) represents contributions
payable to these schemes by the Group in respect of the current
accounting period.
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41. RELATED PARTY TRANSACTIONS L. BEALRS
(a) During the year, the Group had transactions with the la) FA -AEEETIEEEALETH
following related parties as follows: RGWT:
( 2006 2005\
—EERE —TTRF
RMB’000 RMB’000

AR¥T T ARETT

China Ruilian, a shareholder XA T IR R B i B

of the Company
Sales of goods HE B m = 75
Subcontracting fee received BElnBE - 595

Yidong-Solar Technology Limited, B A F]Yidong-Solar Technology

an associate Limited
Sales of goods HEEMm 13,262 89,402
Service income received B U AR A 42 42
% RAIZ, a related company BE QA R A
\ Sales of goods HEEm - 980
(b) Compensation of key management personnel b) FEEBAEMSE
The remuneration of directors and other members of key FRESKAETCIZEEAEMEM
management during the year was as follows: T
[ 2006 2005\
ZEBEXREF ZTTREF
RMB’000 RMB’'000
ARBTT ARBFT
Short-term benefits G HAfE A 2,775 1,780
Post-employment benefits ZEBEN] 23 120
Total remuneration B & 42 %8 2,798 1,900
The remuneration of directors and key executives is EERFETHRAEMELE[RIE
determined by having regard to the performance of ITHITERREMISBEMEE-

individuals and market trends.
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L. BBEALTRS (&)

41. RELATED PARTY TRANSACTIONS (continuea)

Besides, China Ruilian gave corporate guarantees to banks to
secure general banking facilities granted to the Group amounting
to approximately RMB346,000,000 (2005: RMB89,250,000).

In addition, Mr. Wang Ya Qun gave personal guarantee to a bank
to secure banking facilities granted to the Group amounting to
approximately RMB20,000,000 (2005: RMB26,850,000].

Details of balances with a shareholder, minority shareholders,
associates, directors and related companies at the balance sheet
date are set out in the consolidated balance sheet and in notes
24,25, 26, 27 and 28, respectively.

14N H B I B L AN S B FT E — AR TS B
AR HE346,000,0007T (ZBEZERF: AR
#:89,250,0007T) M MIRFTIRHEE A BIER

SEAN Bt E A BT ERITEEL
AR#20,000,000 L (ZSETHE: ARK
26,850,0007T) M M SR1TIR AL 1E A PR -

ERLEEARE LERE BE QR ES
MRAED RSB IBO RSN GREEE
BERNFE24:2526+271%28 °

42. PARTICULARS OF SUBSIDIARIES OF THE 42. XA FIKME A RS
COMPANY
Place of
incorporation/ Nominal value of
registration paid up issued/ Attributable
Class of and operation/ registered/  equity interest held
Name of subsidiary shares held establishment  ordinary capital by the Company Principal activities
FMRL E gaeRT/
A% PR 6 85 REEBY aMEERAHE AEEEERE TEXHR
Directly Indirectly
=k &
% %
A-Tech Technology Ordinary Hong Kong HKD2 100% - Sale of controller
(HK) Limited TRk 0 BT systems for mobile
iz BBHE (B8) R phones
B A2
ZRHE
Denuo Contributed capital ~ PRC RMB?2,000,000 66.7% - Design, research and
EE BHRAE H AR2,000,0007 development of
mobile phones
BB FER:
biERElEs
E-Sync International Ordinary Hong Kong HKD10,000 - 51% Sale of controller
Ltd =g ilie 0 7&1£10,0007T systems for mobile
phones
B 2
ZRHE
Ningbo Bolang Electrical ~ Contributed capital ~ PRC RMB10,000,000 97.3% - Manufacture and
Appliance Company BHRAE HE AR10,000,0007T sale of small

Limited
BREAERERAT

electrical appliances
NERBERHE
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None of the subsidiaries had any debt securities outstanding at
the end of the year or at any time during the year.

42. PARTICULARS OF SUBSIDIARIES OF THE 42. ARQRIMBABRFE (&)
COMPANY (continued
Place of
incorporation/ Nominal value of
registration paid up issued/ Attributable
Class of and operation/ registered/  equity interest held
Name of subsidiary shares held establishment  ordinary capital by the Company Principal activities
MR EHERT/
£ Frs R &R REEHY AMEERAEE FEEEERE TEXHR
Directly  Indirectly
HE GF:3
% %
Ningbo Hi-Tech Park Contributed capital ~ PRC RMB1,500,000 51% - Inactive
Yitian Company BHRA i AR ¥1,500,0007 EEXH
Limited
ERTREEREANE
BRAF
Ningbo Million Bank Contributed capital ~ PRC USD6,954,008 51% 49% Inactive
Electronic Technical BHRAE HE AR#6,954,0087C BEEER
Company Limited
EREEETRIRERAR
Ningbo Yitai Electronic Contributed capital ~ PRC RMB15,000,000 51% - Research and
Company Limited BHBRA HE AR#15,000,0007C development and
ERERETERA production of
controller systems
for display devices
BRRABEHERR
RSN EE
Shanghai E-Source Contributed capital ~ PRC RMB10,000,000 97.3% - Research and
Telecommunication BHRAE HE AR10,000,0007T development of
Company Limited controller systems for
Rz HEAREERAR telecommunications
devices
TR fHE 28 R A
ﬁ%ﬁﬁ%
Shenzhen Halyi Contributed capital ~ PRC RMB5,000,000 65% - Inactive
Communications BHRAE HE AR #5,000,0007 BEEER
Technology Co., Ltd
B BEE % Contributed capital ~ PRC RMB500,000 90% - Inactive
MEERR BAIBA i AR¥500,0007T LEXE

B P8 & R 4R S EF A A A B R L AR A

AR B EE TS
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BE+-A=1+—HLEE

\

2002 2003 2004 2005 2006

—TE-F —TT=F —TENF —TTHFE ZZERE

RMB'000 RMB'000 RMB'000 RMB'000 RMB’'000

AREFTT AREFT ARETT ARETT AR%ETR

(restated)
(8%1)

Revenue g 176,721 315,954 494,123 446,182 317,274

Cost of sales EERA (109,889) (229,158) (389,494) (400,598]) (274,311)

Gross profit EF 66,832 86,796 104,629 45,584 42,963

Other income He A 1,047 5,781 19,314 30,296 10,049

Selling an distribution costs SHE R DA (1,349) (1,529) (4,280) (4,402) (5,625)

Administrative expenses THRAX (7,190) (16,210) (32,747) (44,481) (56,895)

Finance costs BERA (2,845) (3,585) (4,567) (10,786) (17,638)

Share of losses of associates SRR ER - - (33) (128) -

Profit (loss) before tax BRI (B5H) 56,495 71,253 82,316 16,083 (27,146)

Income tax (expense) credit PrisH (AX) E% (19,632) (24,032) (27,176) (12,032) 3,901

Profit (loss) for the year FRmFl (B518) 36,863 47,221 55,140 4,051 (23,245)
Attributable to: FEfh

Equity holders of the Company ANE MR

BEBEA 36,863 47117 56,317 7,241 (21,087)

Minority interests DHE RS - 104 (1,177) (3,190) (2,158)

36,863 47,221 55,140 4,051 (23,245)

\_
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MRENEE

ASSETS, LIABILITIES AND EQUITY EE-BERER
( At 31 December \
+=A=+—H
2002 2003 2004 2005 2006
—ETE-F —ETT=F —ZTENF —TTHF "ZITRE
RMB'000 RMB'000 RMB'000 RMB'000 RMB’'000
AREFIT ARETT AREBTT ARETT AR%¥T:R
(restated)
(8%1)
Total assets BEREE 163,876 404,506 452,758 691,400 795,228
Total Liabilities BEREE (104,562) (240,253) (238,934) (480,885) (607,688)
59,314 164,253 213,824 210,515 187,540
Equity attributable to equity A FIARHE
holders of the Company BEA 56,864 158,514 205,571 203,652 184,140
Minority interests DERT RS 2,450 5,739 8,253 6,863 3,400
59,314 164,253 213,824 210,515 187,540

\J

—/

Certain amounts for the year 2004 have been restated to reflect the ZEZTWMFETEEEES URBIRMAITET X
adoption of the new and revised HKFRSs. KIERT BB B EAER



